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With political independence gained, most underdeveloped nations
would appear to think of economic well-being and independence as worth¬
while goals. This thought transpires the mere concept of "live and let
live," and emphasizes the economic realities or components upon which
development can thrive. One of the magnetic forces that seems to propel
the underdeveloped countries to action is that of imitation. These
countries, in their bid to imitate the developed ones, often get lost
along the way since they are not structurally and socially the same.
In addition to a lack of capital and skills in most underdeveloped
countries, population pressures constitute a major threat to economic
growth. Unnecessary Increase in population in any underdeveloped
country is bound to wipe out the output attained, create a situation
where that country is devoid of foreign exchange as there would be
nothing left for export, and cause starvation, widespread sickness and,
perhaps, death as the importation of essential food items to supplement
local production would not be possible. It is needless at this point to
talk of economic development and the importation of certain development
goods in view of this marked shortage in foreign exchange earnings.
On the other hand, where population growth has apparently been
controlled, the performance with respect to the goal of economic
development has generally been improving. Even though there might be
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frustrating and seemingly never ending obstacles in the quest of under¬
developed countries for economic growth, the truth tends to suggest that
these countries will not give up. In fact, development planners of
these countries would appear to be very hopeful of finding, before long,
good diagnoses and policy prescriptions to their various economic problems.
Characteristics and Problems of the
Underdeveloped Economies:
Generally, the main characteristics of underdeveloped economies or
traditional societies include:
(a) structural disequilibrium or overpopulation: This means the avail¬
ability of a large agrarian population of which there is either persistent
unemployment or in which marginal productivity of the working force is so
low that it is commonly believed that the withdrawal of a sizeable
fraction would not significantly affect output.
(b) technological unemployment or underemployment - this results from a
redundant labor arising from resource or technological restraints and
structure of demand. At this point, there is need to point out that
labor redundancy in underdeveloped areas prevails because the resource
endowments in these areas are often not suited to factor proportions
dictated by the technological leadership of advanced countries. As
illustrated in many economic books, these features in underdeveloped but
developing societies suggest that unemployment difficulties of backward
areas are not basically due to lack of effective demand but stem from
market imperfections, limited opportunities for technical substitution of
factors and Inappropriate factor endowments, otherwise factor proportions.
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Indeed, it could easily be seen from these two dominant
characteristics that labor in traditional societies is generally unskilled
and tends to have low productivity; it tends to be immobile, perhaps be¬
cause of lack of information, and even with any information, there is no
income incentive to make labor mobile. Along with this is the fact that
in such societies, there is a skewed distribution of income which means
that a large number of people fall below the subsistence level. A few
rich individuals who have little or no incentive for investment engage
primarily in conspicuous consumption. Obviously, societies of this type
are more or less capital deficient. The truth of this statement, in my
opinion, is irrefutable as it is common knowledge that low productivity
in underdeveloped countries leads to low income which further leads to low
savings, low investment and capital deficiency.
Some of the problems associated with low income economies are those
tied to the process that leads to capital deficiency, while others are
those which have to do with organizational, entrepreneurial and adminis¬
trative talents or skills of the native population. The problems of
capital accumulation and productivity brought about by shortages in
savings, skilled labor and entrepreneurial talents are among the foremost
experienced in traditional societies. Without savings, capital cannot be
increased for investment purposes. The reason capital is such a missing
factor in most underdeveloped countries is not because of lack of tech¬
nology as such, but it is that a very few income earners who save are
normally investors as well. In developed countries, personal savings, no
doubt, come from a fairly larger percentage of high income people who may
not necessarily make Investments. In fact, the intermediaries in these
developed societies assume the risk of providing funds for investments.
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This point goes to strengthen the fact that, in traditional societies,
there is a general lack of entrepreneurial and managerial skills since
individuals have no skills to carry on with new kinds of enterprises.
Another significant problem which comes as an extension of low produc¬
tivity and poor capital formation is the failure of the developing
nations to expand both the domestic and foreign trade. This problem is
exacerbated in most low-income economies where there is the difficulty
of shifting resources to areas they can earn the highest returns. With
no solid basis for revenue realization, governments in developing nations
have that tendency of trying to do too much by taking on over ambitious
development plans and ending up with Inflation and balance of payments
difficulties. As a matter of fact, the problems in developing countries
with regard to economic development are enormous and a paper of this type
can hardly deal exhaustively with all of them. It is, therefore, neces¬
sary to note beforehand that the problem of foreign trade in economic
development will be the main thrust of this paper.
2. The Existing Literature
A considerable literature already exists concerning foreign trade
and economic development in underdeveloped countries. Growth from trade
in most of these countries, except for oil producers, has not been
encouraging at all. Some factors contribute to the poor growth from
trade in these developing countries. One such factor, according to
Professor Klndleberger, "is partly because of the world environment, in
which the terms of trade are believed to turn systematically against
the less developed countries, and partly the result of conditions in the
countries themselves. Explaining further the reason for the poor growth,
Klndleberger adds that "a monopolistic competition among the developed
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countries and more competitive conditions of production in less
developed ones hurt the terms of trade of the latter. "That in less
developed countries, the ability to take advantage of the opportunities
for growth presented by trade is restricted by inability to transform,
that is, to shift resources to where they can earn the highest returns
Since imports must be paid for by foreign exchange, today's less
developed countries require a large volume of export trade to increase
foreign exchange. The case for this large export trade volume has
been analyzed in different ways. As Professor Robertson puts it, the
whole issue of a large volume of export trade rests on the different
endowments of nations in respect of natural resources, human quality and
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skill, and required equipment. If agriculture is transformed, assuming
that there are enough arable farm lands, it would mean the introduction
of new machinery and techniques, training in industrial skills, training
in supervisory and administrative skills, and the provision of agricul¬
tural extension services. Improved agricultural productivity which is
likely to be reflected in increased export trade, could be achieved as
a result of the transformation of the agricultural sector. In fact, the
objective of governments in developing countries should be to continue to
encourage rapid expansion in both domestic and foreign trade. This
objective is supported by Alfred Maizels who observes that for a less
developed country to have enough foreign earnings, which constitute the
main fund for purchase of imports including capital goods and
^Charles P. Kindleberger, International Economics (Homewood,
Illinois: Richard D. Irwin, Inc., 1975), p. 87.
2
D. H. Robertson, Readings in the Theory of International Trade,
The Future of International Trade (Homewood, Illinois: Richard D. Irwin,
Inc., 1966), pp. 497-498.
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intermediate products for economic development, there should be rapid
expansion of domestic and foreign trade.^
Inflation and balance of payment difficulties are much more common
in today's developing countries because development in these countries
is primarily consumption-oriented rather than production-oriented which
was the pattern of development in the nineteenth century developing
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countries. The meaning here is that in a production-oriented society,
the logical way of looking at economic process is to visualize the
benefits coming from one's productive effort. In a consumption-oriented
society, on the other hand, social demand, working through political and
trade union levels seeks to extract from the economy more than what,
through domestic production and international trade, it can be made to
yield. Perhaps, it is simpler to say that inflation and an excess of
imports over exports mean, of course, that a country's consumption and
investment demands outrun the total available products at current prices.
Another important point in international trade literature ripe for
3
mention is the relationship of exports to the term, devaluation. Failure
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to export enough goods to earn foreign exchange may lead to devaluation.
Alfred Maizels, Exports and Economic Growth of Developing
Countries (London: Cambridge University Press, 1968), pp. 1-2.
2
Albert 0. Hirschman, The Strategy of Economic Development (Yale:
Yale University Press, 1975), p. 156.
3
Devaluation is a reduction of the gold and silver content in the
monetary unit or, where one currency is quoted in the currency of another
country, reducing the number of foreign units which can be had for one
unit of the home (devalued) currency.
4
Gerald M. Meier and Robert E. Baldwin, Economic Development, Theory,
History, Policy (New York: John Wiley and Sons, Inc., 1966), p. 348.
Rapid expansion of export trade can help to offset devaluation. Perhaps,
another way a country can avoid devaluation is to slow down imports by
raising tariffs. Governments in both developed and developing countries,
oftentimes, like to postpone devaluation through use of high tariffs.
Taxation of imports and exports occupies a unique position in
international trade literature. A number of writings indicate that taxa¬
tion of Imported and exported goods, though considered as a main source
of government revenue, may have some adverse effect on consumers and
producers respectively. According to John F. Due, very high taxes on
luxury goods may shift purchases to other goods, materially impair
incentives and produce a hostile popular reaction.^ By the same token,
high taxes on primary export commodities, if such exports have high
elasticity, is certain to do much more harm than good to producers as
it will not be too long before the tax can be shifted backward to them.
More on this point will be discussed in Chapter 3 under the evaluation
of import and export levies on Nigeria's balance of trade position.
3. Statement of the Problem and the Choice of
Nigeria for the Study
The importance of having a development fund and creating surpluses
to swell this fund has been a matter of great concern to fiscal planners
in underdeveloped but developing countries. It is common knowledge that
in low income economies, the government's role in economic development
tends to be greater than in advanced economies for a number of reasons.
These reasons, like the problems common to most developing countries.
Milton C. Taylor, Taxation for African Economic Development, Tax
Policy and Economic Development (New York: Africans Publishing Corpora¬
tion, 1969), p. 194.
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Include shortages of savings, skilled labor, entrepreneurial skills
and frequent divergences of actual prices from market clearing prices.
From the standpoint of these shortages, it is true that low savings and
poor private intermediaries in developing countries basically lead to
increased reliance on government revenues and foreign funds.
Revenue derived from import and export levies in most developing
countries plays a very significant role in economic development. Besides
foreign loan and aid, much of the government capital investment comes
from export revenues. It is, therefore, right to say that government
revenues are strongly dependent on both export and import taxes in
these countries.
Usually foreign funds are dependent on a favorable balance of trade.
Any developing country without a favorable trade balance (a situation in
which exports exceed imports) finds it difficult to generate funds to
finance development projects. Overcoming the unfavorable trade situation
often calls for improvement in the productivity of the agricultural
sector, among other things, so as to meet the needs of the population and
increased export trade.
Most developing countries find it difficult to make ends meet due to
these problems or shortages. Often, the foreign trade sector in these
countries is one of the worst hit, perhaps, because the agricultural
sector of the economy, cannot be transformed. Nigeria, like other
developing countries, suffers as a result of some of these shortages.
Despite her marked revenue surplus due particularly to oil exports in
recent years, she cannot arrogate to herself the pride that she is a
developed economy. Capital alone should not be considered as a sole
factor in economic development. There are other ingredients or causes of
9
development equal to that of capital. Professor Albert Hlrschman explains
this point better by stating that:
Among the proximate causes of economic development the supply
of entrepreneurial and managerial abilities now occupies in
official documents ^ position of pre-eminence at least equal
to that of capital.
It is true that other shortages are identified with the Nigerian economy,
and until they are cleared, the country will remain undeveloped.
Prior to 1966 when oil exports did not occupy more than three-fourths
of total exports, Nigeria's foreign trade sector was no better. Inspite
of all the taxes imposed on exports and imports, Nigeria still had an
adverse trade balance between 1955 and 1965. Details showing the value
of imports and exports under this period will be shown in Chapter 3. The
fall in export earnings which resulted in an adverse trade balance for
the ten years under reference might have been due to a number of factors.
One of such factors might have been a fall in the price of agricultural
2
exports on the world market. Besides this marked period of adverse trade
balance, Nigeria has had, at other times, cases of trade fluctuations.
Chapter 3 will also provide details of some of these cases. With what
Nigeria has experienced or passed through in her foreign trade sector,
there is need to critically examine whether or not duties from the export
of traditional products likewise duties from imports could really help to
improve the country's trade balance. It may be necessary to take into
account the elasticities of Nigeria's primary products before any
conclusion may be reached at the end of this paper.
^Albert Hirschman, p. 1.
2
Hezeklah A. Oluwasanmi, Agriculture and Economic Development
(Ibadan, Nigeria: Oxford University Press, 1966), p. 5.
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The Choice of Nigeria
Nigeria is chosen for this study for a number of reasons. Being a
developing country with tremendous export trade from oil and non-oil
sectors, Nigeria possesses certain characteristics strongly considered
suitable to the main theme of my research. A number of books on commerce,
business, and development have been written about Nigeria. Many of these
books contain statistical information on imports and exports, national
development plans, foreign reserve holdings, tariff rates, etc., which I
hope to take advantage of. Indeed, there is hope for findings. Above
all, as a Nigerian, it is true that my familiarity with almost all aspects
of the Nigerian economy, including the different stages of the country's
development plans, will enable me to appraise every situation carefully
and without exaggeration or vagueness.
4. Rationale and Scope of this Paper
It is important, at this juncture, to have a general understanding
as to the purpose of studying the impact of import and export trade on
Nigeria's economic development. In fact, the study is primarily designed
to show the part foreign trade has played on Nigeria's economic development.
Based on some idea so far gained under statement of the problem, there
might be need to come up with the hypothesis under which this study should
hang, thus:
To what extent have levies on Nigeria's imports and exports
helped in the country's planned developments.
With this in mind, it has been possible to limit the scope of this
study to four chapters. Chapter 2 will deal with the general theory that
governs foreign trade in the development of an economy, especially an
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underdeveloped economy. Such points as capital, goals of tariff policies,
sources of external economic opportunities in an underdeveloped economy,
the role of government, among other things, will be discussed. Chapter 3
will give an empirical account of Nigeria's imports and exports Including
their allocation and control between the states and the federal govern-
ment^the national development plans and the country's tariff policies.
An effort to critically evaluate import and export levies on Nigeria's
balance of trade position will also be made. Finally, Chapter 4 will
give a summary of the previous chapters. Recommendations concerning ways
to improve Nigeria's import and export trade and help accelerate the
country's growth and development will form an important part of this
chapter.
Summary
Among the characteristics of underdeveloped countries, two are
commonly discussed. They are structural disequillibrium or overpopulation
and technological unemployment or underemployment. The problems resulting
from these characteristics are mainly those tied to the process that
leads to capital deficiency on one hand, and those that have to do with
entrepreneurial skills or talents on the other. In short, the problem of
capital formation and productivity in most developing countries is
basically brought about by shortages in savings, skilled labor and
entrepreneurial skills.
Except for oil producers, the growth from trade in many developing
countries, as indicated in some of the existing literature on foreign
trade, has not been encouraging at all. Failure of the governments in
these developing nations to transform the agricultural sector of the
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economy in particular might be one of the reasons for the lack of
growth in trade or for poor productivity.
On the whole, the purpose of this study is to show the part foreign
trade has played on Nigeria's economic development. Nigeria is chosen
for this study because it is a developing country with tremendous
export trade from oil and non-oil sectors. With many writings about
Nigeria on areas of commerce, business and development, there is hope for
findings.
CHAPTER 2
GENERAL THEORY ON TRADE AND DEVELOPMENT
This chapter will deal with the general theory that governs foreign
trade in the development of an economy, especially an underdeveloped
economy. Important points to be discussed will include the meaning of
both economic development and economic growth, the resources for develop¬
ment, capital - its importance and types, taxation for economic develop¬
ment, sources of external economic opportunities in an underdeveloped
economy, goals of tariff policies, foreign exchange and the effect of
external Imbalance or disequilibrium on economic development and the role
of government with particular regard to foreign trade in the development
of an economy.
1. The Meaning of Both Economic Growth and
Economic Development
It is possible to draw some fine distinction between economic growth
and economic development even though the two terms are in essence synony¬
mous. Growth of an economy generally means any growth in national product
To be specific, this simply means an increase in gross national product or
national income. To achieve this Increase, there is need for a transforma
tion in the economy which has to go through some changes such as:
a) A change in the methods of production. This involves
a new way of combining resources within a country.
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b) A change involving the transferring of resources from one
sector to another. This could mean moving essentially
from an agrarian (traditional) to an industrial economy.
Economic Growth as defined by Professor Kuznets appears to agree
with the concept of an increase in national product as indicated above.
He states that the economic growth of a firm, an industry, a nation and
a region means "a sustained increase in the output of such goods; that,
it must be an incrase, if it is to represent growth rather than stagnation
or decay.In all likelihood, growth or increase in national product is
none other than taking a comprehensive view of the end result of the
development process.
Economic development, on the other- hand, has been defined in different
ways, but basically one word underlies most of the definitions. That
word is "process." Perhaps, this is the word that distinguishes economic
growth from economic development. Gerald Meier and Robert Baldwin define
economic development as a process whereby an economy's real national
2
income increases over a long period of time. "Process" here implies
the operation of certain forces; these forces operate over a long period
3
and embody changes in certain variables. In examining the process in
more detail, it would be observed that many other changes, each of a
particular character, accompany the rise in output. These changes can
be classified into two namely: (1) changes in fundamental factor supplies
which are comprised of:
^Simon Kuznets, Economic Growth (Illinois: The Free Press of
Glencoe, 1959), p. 13.
2
Gerald M. Meier and Robert E. Baldwin, Economic Development, Theory,
History, Policy (New York: John Wiley and Sons, Inc., 1966), p. 2.
^Ibld., p. 2.
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a) The discovery of additional resources
b) Capital accumulation
c) Population growth
d) Introduction of new and better techniques of production
e) Improvement in skills, and
f) Other institutional and organizational modification and,
(2) changes in the structure of demand for products. These are associ¬
ated with:
a) Size and age of composition of population
b) Level and distribution of income
c) Tastes, and
d) Other institutional and organizational arrangements.^
Economic development, therefore, is not a direct increase in national
product or per capita income as such but a process toward the achievement
of such an increase over a long period of time. Gerald Meier makes it
clearer by stating that economic development is a process whereby the per
2
capita income of a country increases over a long period of time. By
this concept of per capita income in Meier's definition, it becomes
evident that if the rate of development is greater than the rate of
population growth, the per capita real income will increase. A decrease
in per capita Income will result if the reverse happens. The general
result of the process which is economic development is growth. This, in
effect, means that economic development gives birth to economic growth.
^Ibld., p. 2.
2
Gerald Meier, Leading Issues in Economic Development, Studies in
International Poverty (New York: Oxford University Press, Inc., 1970),
p. 7.
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On the whole, it could be said precisely that the distinction between
growth and development has to do with the change in production methods.
This process of change in production methods is development, whereas
what has been achieved as a result of the change is growth.
2. The Resources for Development
In developing countries, the situation with respect to real
resources is remarkably uneven. For the purpose of this analysis, two
types of resources are recognized. They are surplus and scarce resources.
Resources which are not easy to accumulate are known as scarce resources,
whereas those which are easy to accumulate, whose supply is not limited
are surplus resources. An example of surplus resources is the unskilled
labor found in rural areas, while that of scarce include such factors as
capital in general, foreign exchange and technological knowledge together
with administrative and organizational capabilities.^ Some resources
are in excess supply or under-utilized. In fact, as earlier indicated,
this is true of the unskilled labor that is usually found in rural areas.
Since most developing nations measure growth through planned and executed
development programs, the co-existence of surplus resources on one hand
and acute scarcities on the other influences both the composition and
size of any development plan. To minimize the problem identified with
the composition and size of the development plan, it is important that
any plan in underdeveloped countries emphasizes
a) The surmounting of the bottlenecks in an attempt to ease
the supply of scarce resources.
2
b) The making of maximum use of abundant resources.
^Emily Despres, International Economic Reform (new York: Oxford
University Press, 1973), p. 99.
^Ibld., p. 99.
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Perhaps one way to achieve the two ideals bearing on plan composition is
to insure that the development plan places heavy emphasis on the saving
of foreign exchange through the production of domestic substitutes for
imports and for the various measures introduced to strengthen organiza¬
tional administration, the expansion of technical training facilities,
and measures that might spread improved technology in agriculture.
3. Capital - Its Importance and Types
The idea that the development process in an economy is a function of
capital formation appears to remain unchallenged by many economists.
Indeed, capital occupies the central position in the theory of economic
development. As already defined, economic development is a process where¬
by the net national product of an economy increases over a long period of
time. Certainly, what is significant here is the process of increasing
productivity, which demands a careful combination of the factors of
production. These factors are land, labor, capital, and technology. Of
the four, capital appears to be the most important, and perhaps, indis¬
pensable. As Professor Kindleberger puts it, "capital is regarded not only
as central to the process of development but also as strategic."^ It can
be inferred from this statement that no factor combination aimed at
achieving increased productivity may Ignore the existence of capital.
Perhaps, the reason capital is considered most important is that all
these factors of production rely on its availability. Labor may not be
trained and made to adjust to modern technology, land will not be acquired
and developed, neither will technological knowledge be achieved without
Charles P. Kindleberger, Economic Development (New York: The
McGraw-Hill Book Company, Inc., 1958), p. 35.
18
the use of capital. On the other hand, capital as such may not be the
most important in economic development. The way other development
economists look at capital suggests that other factors are important and
at least equal to capital in economic development. Professor Hirschman
clarifies this point thus—"Among the proximate causes of economic
development^ the supply of entrepreneurial and managerial abilities now
occupies in official documents a position of pre-eminence at least equal
to that of capital."^ In fact, what has transpired in some developing
nations with sufficient monetary capital from oil exports appears to
justify Hirschman's views. Availability of monetary capital alone may
not bring success to any economic development plan. Countries such as
Iran, Saudi Arabia, Nigeria, and other developing oil producing nations
are good examples. These countries have slow development despite the
fact that capital is not their problem. What these countries need in
addition to monetary capital that they have is the supply of entrepre¬
neurial and managerial abilities.
Since capital can be used to develop skills or abilities of any type,
the way and manner it (capital) is used is very important to the process
of development. In my opinion, it is not only the availability of capital
but the proper use of it which is crucial to economic development.
Based on the concept of capital, the process of its formation or
accumulation is obviously very interacting and cumulative. As soon as
capital is formed, income will Increase, and this increase in income will
make possible more capital formation. The accumulation of capital in any
economy requires the mobilization of an economic surplus, whether it is
^Albert Hirschman, p. 1.
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financed from internal or external sources. Any economy without a grow¬
ing surplus above current consumption that can be tapped and directed
into productive investment channels is likely to have no increase in
investment. Definitely, capital increases by investment, and more invest¬
ments necessitate more savings or foreign assistance. Foreign assistance,
if not in the form of grants, means some burden in the future. The extent
to which foreign loans can be serviced and repaid will ultimately depend
on what can be saved at home in the future. Domestic savings are, there¬
fore, the more reliable source of investment to break the vicious circle
of poverty and under-development. The importance of capital accumulation,
therefore, cannot be overemphasized as other variables in economic
development such as entrepreneurship and training of workers and public
administrators depend on the availability of capital. In a much more
comprehensive way, the process of capital formation, according to Don
Patinkln involves three essential steps:
a) An increase in the volume of real savings so that the
resources can be released for investment.
b) The channeling of savings through a finance and credit
mechanism, so that investible funds can be collected
from a wide range of different sources, and claimed by
Investors, and
c) The act of investment itself, by which resources are used
for increasing the capital stock. Savings in this context
is used to mean the part of the flow of income njt spent on
consumption, or used to pay taxes in any period.
Capital can be classified in a variety of ways depending upon
ownership, physical characteristics, and economic function. Many systems
of classification, however, use a combination of these schemes. In most
^Don Patinkln, Money, Interest and Prices, An Integration of Monetary
and Value Theory (New York: Harper & Row, Publishers, 1965), p. 13
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economic and business writings, three types of capital are generally
mentioned. These are physical capital, human capital, and monetary
capital. Physical capital Is In the form of plant and equipment. Human
capital has to do with the skill that a worker can develop, while mone¬
tary capital refers to a paper money which serves as a medium of exchange
and a store of value. Before physical and human capital can Increase,
there must first be an Increase In monetary capital. As soon as the
supply of monetary capital Is eased for Investment purposes, the Increase
In the other two types of capital (physical and human) Is most likely.
Besides these three types of capital, there Is another system of
capital classification significant to the theory of economic development
which deserves mention. For this purpose, capital Is grouped Into two
main areas, namely:
a) Purely social overhead capital, and
b) Economic overhead capital.
Note that the social overhead capital Is broken down to the above two types
of capital for reasons of clear explanation. Economic overhead capital
consists of public utilities, such as transport Including ports, roads,
railroads; electricity and gas production capacity, pipelines, transmis¬
sion lines, communication network, etc.; one can also Include the buildings
needed for government, fire and police protection, facilities to maintain
roads, etc.^ Purely social overhead capital Includes the plant and equip¬
ment required for shelter, education and public health. The concept of
social overhead capital Is more closely Identified with the role of govern¬
ment In economic development. Government can do much to aid development
^Charles Klndleberger, p. 36.
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through social overhead capital investment. More of this will be
discussed under the role of government in the course of this paper.
A. Taxation for Economic Development
Two forms of taxation - direct and indirect - are recognized in both
advanced and subsistence economies. The distinction between direct and
indirect taxation is that direct is on people, their incomes and wealth,
and Indirect is on products and services that people buy. These forms
of taxation will be looked into in the light of creating incentives for
economic advancement after the examination of the major functions the tax
system is expected to have in an underdeveloped economy. By and large,
the tax system has four major functions in an underdeveloped economy
seeking a rapid rate of growth, thus:
a) Curtailment of consumption of above-subsistence families
b) Curtailment of use of resources for capital formation
regarded as of little value to economic development
c) Provision of funds for the government to facilitate transfer
of the freed resources, and
d) The provision of incentives to alter economic activity in
a fashion favorable to economic growth.^
The tax system must be designed in such a way as to fulfill these func¬
tions with a minimum of adverse incentive effects.
An income tax is most likely to offer much less potentiality for
additional revenue in an underdeveloped economy than in a developed.
The same applies to corporate taxes. As Professor Stephen Enke puts it,
corporate and personal income taxes, although the main source of
government revenue in advanced countries, are comparatively unimportant
^Milton C. Taylor, Taxation for African Economic Development (New
York: Africana Publishing Corporation, 1970), p. 201.
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In backward nations.^ The reason for this may be because most incomes
are so low that only a small fraction of all households have practically
taxable incomes. Exemptions, even though small may be several times
greater than average family incomes. Besides the above reason, this
system of income taxation would invite high administrative cost and
greater dangers of adverse effects. Obviously, a poll tax or a mass
direct tax, which is a simple graduated tax applied to all households
is a bit better than an income tax. A uniform poll tax, even though
regressive in that it must represent a larger fraction of the incomes
of the poor people, has little or no danger to the economy. In fact,
it is likely that it may increase productive effort and encourage
persons to move from the subsistence economy to the market economy.
Indirect taxation which is primarily concerned with levying import,
export and excise duties on certain classes of commodities offers great
potentialities for additional revenue beyond the amounts that can
feasibly be collected from direct taxes. Administrative considerations
serve as a major reason for the advantage of indirect over direct taxa¬
tion in terms of raising revenue for development in strictly low income
economies. Care has to be taken when Imposing custom duties on certain
commodities - a way to avoid negating most of the advantages derived
from direct taxation. For instance, a very sharp increase in Indirect
taxes on luxury goods will certainly affect morale, which is significant
for economic growth. Also, since export duties are particularly attrac¬
tive to countries concentrating on the export of one or a few items,
large sums of revenue can be obtained in good years at little
^Stephen Enke, Economics for Development (Englewood Cliffs, N.J.:
Prentice-Hall, Inc., 1965), p. 251.
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administrative cost.
The need for the governments in the developing nations to raise
huge revenue for economic development Influences the approach to the
problem of determining the appropriate level of taxation. It is common
knowledge that a good tax system should include taxes having a broad
base, otherwise the output and the consumption mix of the economy may
be altered undesirably. The question now is what is a broad base in
terms of a tax system? A tax is said to have a broad base if the item
taxed has a large money value.^ In all likelihood, the "broadest"
taxes are those of "indirect taxes on, say private income or household
2
spending." Since in developing countries the level of expenditures
depend much more heavily on the ability of the tax system to place the
required revenue at the disposal of the government, the need to start
any project or development program without a fair estimate of tax revenue
for the development period is unthinkable. The truth in develqping
countries is that, the sequence of decision tends to run from taxation
to expenditure, whereas in advanced countries, it is from expenditure to
taxation.
Notwithstanding the dangers associated with the different forms of
taxation, taxation (especially indirect) will continue to be a major
source of government revenue for economic development in developing
countries.
^Ibld., p. 254.
^Ibld. , p. 255.
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5. The Sources of External Economic Opportunities
In the Underdeveloped Economy
(1) Needs
Generally, it is held that most developing countries can make a
more effective use of their external economic opportunities which are
comprised of two elements, trade and foreign aid. Through trade, as has
already been observed, the developing countries can (1) raise revenue
for financing economic development programs and (2) earn foreign
exchange to make possible the importation of capital goods for industri¬
alization. A number of views on trade policies concerning the promising
path of economic development in developing countries have been developed,
and they Include:
a) The pursuit of an outward-looking and export-led policy of
economic growth, and
b) The continuation of the policy of import substitution and
domestic industrialization, insulating the infant industries and infant
economies against the pressure of world market forces.^ For the second
to succeed would depend on making enough exports to earn foreign exchange
which would make the purchase of the necessary imports possible. From
the standpoint of underdeveloped economies, export volumes and values
are often not enough to cause a considerable change in the rate of
development. This situation of exports being always in short supply
creates problems of having investment capital and foreign exchange.
The need for foreign capital to supplement capital from exports is.
H. Myint, Economic Theory and the Underdeveloped Countries
(London: Oxford University Press, 1971), p. 175.
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therefore, very important if there must be some development in these
countries. Among the sources of capital for economic development in
developing countries, foreign aid plays a very significant role.
Monetary capital from taxes and exports is often insufficient. Also,
domestic savings fail to be encouraging as those who save are the
privileged few whose interest is not for investment but conspicuous
consumption. On the basis of these circumstances, and in order for the
development programs to continue in most developing countries, foreign
aid becomes not only imperative but inevitable.
There is need to point out that not all the developing countries
crave for foreign aid. In fact, countries with reasonable export
potentialities from oil and non-oil sectors have little regard for
(monetary) foreign aid. However, the developing countries with foreign
exchange advantages are very few in number in relation to those with
problems of foreign exchange. The question now is: what should the
countries with insufficient foreign exchange through exports do to effect
development? In my opinion, the answer to this question does not differ
from the views of H. Mylnt who recommends that all underdeveloped
countries with insufficient foreign exchange through exports to meet the
import requirements of their domestic industrialization policies should
"fill the foreign exchange gap" with international aid.^ International
aid or loan is, therefore, crucial in economic development especially to
countries with foreign exchange difficulties.
(2) Sources of International Aid
Many international organizations came into being after the Second
^Ibid., p. 175.
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World War. They were:
a) The International Monetary Fund (IMF)
b) The International Bank for Reconstruction and Development,
(IBRD or the World Bank), and
c) The International Finance Corporation (IFC).
Before 1955, these bodies, especially the first two above, could make
no claims of helping substantially in the development of the under¬
developed economies. Efforts were basically concentrated in the
development of the economies of the member Western countries, especially
those ruined by war. The establishment of the International Finance
Corporation (IFC) in 1956 brought with it a change which spelled out
the proper way to deal with the peculiar needs of the underdeveloped
countries. With the purpose of promoting the growth of productive
private enterprise, particularly in less developed countries, the IFC
extended special funds for economic development to underdeveloped
nations.^ Today, the IFC continues to live up to its responsibilities
of funding major development projects in many developing countries.
Besides the international bodies, many developed nations such as the
United States, Britain, France and the Soviet Union give aid/loans
in different forms to the developing countries for development. In
recent years, some of the aid from the developed to the underdeveloped
countries has been rebuffed because the latter think that such aid has
some strings attached, or that it would make them subservient to any
views or politics of the donor countries. In spite of what the under¬
developed countries may think, foreign aid/loan from both advanced
^Benjamin Higgins, Economic Development, Principles, Problems and
Policies (New York: W. W. Norton and Company, Inc., 1959), p. 603.
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countries and international bodies is still accepted by less developed
countries.
6. Goals of Tariff Policies
Considerable writings concerning tariff policies in the developing
countries do exist. Generally, tariff policies which involve the
administration of customs, excise and export duties are designed to
achieve two goals, namely:
a) Raise revenues for Government, and
b) Protect infant industries.^
In some developing countries where the economies have not expanded
from mainly agriculture to manufacturing, custom duties are particularly
used as a major source of raising revenue rather than as a means of
protecting infant industries. However, austerity measures aimed at
protecting some infant industries are taken by others whose economies
are not completely agricultural. In fact, in recent years, such countries,
through their budget messages, give considerable attention to the need
for curtailment of consumption of imported items, particularly those for
which home-produced substitutes are available.
7. Foreign Exchange and the Effect of External
Imbalance or Disequilibrium on Economic
Development
For any country to succeed in its economic development programs,
there must be foreign exchange earnings sufficient to buy goods for
industrialization. Foreign exchange may be considered as a name applied
to the whole of the monetary process connected with the settlement of
Milton C. Taylor, p. 394.
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accounts between Individuals residing in one country with the inhabitants
of other countries. In a more strictly limited sense, foreign exchange
refers to a country's supply of foreign monies held abroad. There are
principal sources from which foreign exchange of any country originates.
These are:
a) Shipments of merchandise
b) Sales abroad of securities
c) Transfer of foreign banking capital
d) Sales of finance-bills.^
Considering the above sources, the demand for foreign exchange can
be divided as follows:
a) The need for exchange with which to pay for imports of
merchandise.
b) The need for exchange with which to pay for securities
purchased by residents of a country in another country.
c) The need for remitting abroad the interest and dividends on
the huge sums of foreign capital invested in a country.
d) The necessity of remitting abroad freight and insurance
money earned in a country by foreign companies.
e) Money to cover the disbursements of tourists and expenses
of wealthy countrymen living abroad.
f) The need for exchange with which to pay off maturing
foreign short-loans and finance-bills.^
Undoubtedly, payment for goods imported constitutes the most
important source of demand for foreign exchange. The huge importations
Franklin Escher, Elements of Foreign Exchange (New York: The
Bankers Publishing Co., 1910), p. 13.
^Ibid., p. 15.
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from time to time have got to be paid for with bills of exchange. The
foreign exchange rate is determined by supply and demand of home currency
in terms of foreign currency. Since each transaction is two-sided, sales
are supposed to be equal to purchases. Perhaps, a change in the condi¬
tions of demand or supply may reflect in a change in the exchange rate
and at the ruling rate the balance of payments balances from time to time.
Between countries, there is always a transfer of purchasing power from
one to another, likewise from one currency to another. It could, there¬
fore, be said that a country pays for its Imports with its exports. Both
the exporters of a given country, and the importers of another receive
and pay domestic currency for sales and purchases of goods, respectively.
As part of the clearing process, it actually happens that while goods and
credit instruments move across the borders, payment in domestic currency
is performed within the country. Based on the foregoing understanding, it
is proper to say that the major functions of foreign exchange are two,
(a) to provide credit for certain foreign exchange risks and (b) to cause
transfers of purchasing power.
To countries engaged in development programming, the persistent
tendency toward external disequilibrium or imbalance has become a matter
of great concern to them. One of the major problems confronting a
developing country is the likelihood that an increase in its rate of
2
development will place a severe strain on its balance of payments. In
Bills of Exchange refers to an unconditional written order by one
party (the drawee) to a second party (the drawer) ordering him to pay
the third party (the payee) or one designated by him on the bill a stated
sum of money on demand or at some future date.
2
Gerald M. Meier, The International Economics of Development (New
York: Harper and Row, Publishers, 1968), p. 66.
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reality, International trade and the problems of international payments
that are Involved can affect the process of development in a number of
ways. One such way, for instance, is by permitting specialization and
the introduction of new techniques in those activities in which produc¬
tivity of economic resources is highest and by thus facilitating
accumulation, international trade may speed up the rate of development.
On the other hand, in an economy in which, as it grows, the propensity
to import tends to run ahead of the power to export, there may be a
constant danger of developing crises of the balance of payments. Any
developing economy which assumes the latter condition may suffer from
severe constraints or problems of different forms. Gerald Meier outlines
the problems, thus:
Such an economy may be forced into patterns of development which
tend to diminish rather than to increase productivity. It will
also certainly suffer from more or less severe constraints both
on the pattern and on the priorities and phasing of its develop¬
ment. Its development is likely to be much more severely affected
by minor as well as by major errors and failures in particular
sectors of the economy. It may be forced to protect its currency
reserves by a high interest rate, which, while it may serve to
diminish and control the volume of Imports, will do so by
putting the brake on development. An uneasy equilibrium may be
secured through underloading of the economy and a slow rate of
development.^
Although cyclical instability or specific sectoral imbalances may
imperil a poor country's external balance, a more prevalent cause of
external Imbalance is likely to be the internal disequilibrium connected
with the inability of the country to mobilize sufficient domestic
savings to fulfill the capital requirements of its development program.
Since the country's rate of development highly depends on the ability to
finance a large imbalance on current account, a policy of accelerated
^Ibid., p. 67.
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capital formation should entail a fundamental and great need for foreign
exchange. For any developing country to support adequately its develop¬
ment program, it will need to reduce its international reserve to a
minimum. Such a country may be in a vulnerable position of not having
adequate cover, after a while, for short-run swings in its balance of
payments. With the deficiency in its reserves, the country finds itself
under pressure to correct its external deficit. Based on the considera¬
tion of maintaining the balance of payments, the country's development
targets may then have to be compromised or ignored. The area of conflict
outlined in the above analysis is between the objectives of accelerating
capital formation and maintaining balance of payments equilibrium.^
Apparently, the necessity of avoiding this conflict is generally consider¬
ed as a primary restraint on the country's rate of development.
8. The Role of Government
No developing country can achieve the desired development if the
government of such a country cannot act beyond the frontiers of only main¬
taining law and order. Government has to make substantial contribution
to capital formation by both increasing public and stimulating private
savings. Social overhead capital investment is advocated, not because of
its direct effect on final output, but because it permits, and in fact,
invites private investments. The importance of this type of government
Investment which has the characteristics of lumpiness and indivisibility,
cannot be over-emphasized. In fact, a developing economy requires some
^Balance of Payments Equilibrium - the balance of payments is in
equilibrium if over the relevant time period, a country can meet its
international receipts from current transactions and autonomous (ordinary
or acceptable) capital Inflows, without being compelled to endure excess¬
ive unemployment or to restrict imports merely to avoid a deficit in the
balance of payments.
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social overhead capital investments as a prerequisite of directly private
activities, otherwise private Investments. Obviously, access to an area
by sea, road, rail and air is indispensable before economic activities
can unfold there. In a wider sense, the government has to provide all
public services from law and order through education and public health
to transportation, communication, power and water supply as well as such
agricultural overhead capital as irrigation and drainage systems.^
The need for laying a solid foundation for the transformation of the
economy from essentially agrarian to gradually industrial should also
take the government concern. It can achieve this by changing the methods
of production in almost all the sectors of the economy, especially the
agricultural sector. To have increased agricultural productivity suffi¬
cient for domestic consumption and export, the government has to introduce
a new and better production technique. Since foreign exchange is an
Important function of economic development, one of the ways to insure its
growth is to increase export trade.
9. Summary
The distinction between growth and development has to do with the
change in production methods. This process of change in production
methods is development, whereas what has been achieved as a result of the
change is growth. Two resources are recognized for economic development -
surplus and scarce resources. Resources which are not easy to accumulate
are known as scarce resources, whereas those which are easy to accumulate,
whose supply is not limited are surplus resources. Scarce resources
Include such factors as capital in general, foreign exchange, and
Hirschman, p. 83.
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technological knowledge together with administrative and organizational
capabilities. A good example of surplus resources, on the other hand,
is the unskilled labor found in rural areas.
Capital occupies the central position in the theory of economic
development. No factor combination aimed at achieving increased produc¬
tivity can ignore the existence of capital. This means that any
development program without a careful consideration of the sources of
capital is bound to fail. Besides capital, a developing economy recognizes
other I ingredients such as entrepreneurial and managerial abilities for its
growth. The Indication here is that even though capital is important,
rapid growth cannot be achieved in the absence of these other ingredients
or abilities. On taxation, the distinction between direct and indirect
taxation is that direct is on people, their Incomes and wealth, and
indirect is on products and services that people buy. Corporate and
personal income taxes, although the main source of government revenue in
advanced countries, are comparatively unimportant in underdeveloped
countries. The reason is that most incomes in underdeveloped countries
are so low that only a small fraction of the households have taxable in¬
comes. Instead of income tax as such, a uniform poll tax, even though
regressive in that it must represent a larger fraction of the incomes of
the poor people, should be applied to taxable households in underdeveloped
countries. On the whole, indirect taxation offers greater potentialities
for additional revenue than direct taxation.
The external economic opportunities in most developing countries com¬
prise of trade and foreign aid. Through trade, the developing countries
can (1) raise revenue for financing economic development programs, and
(2) earn foreign exchange to make possible the Importation of capital goods
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for industrialization. The best way to increase foreign exchange is to
make more exports and this will involve the transformation of the
economy so as to achieve increased productivity. Foreign aid or loan
plays a very significant role among the sources of capital for economic
development in developing countries. Countries with insufficient foreign
exchange could possibly have a remedy for development through foreign aid.
A number of international bodies such as the World Bank, and the Interna¬
tional Finance Corporation, along with the advanced countries such as the
United States, Britain, France and Soviet Union provide foreign assistance
in different forms to developing countries.
International trade can adversely affect the process of development
if, in a growing economy, the propensity to import tends to run ahead of
the power to export. In fact, this situation is likely to lead to a con¬
stant danger of developing crises of the balance of payments.
The role of government in any developing country should go beyond
that of maintaining law and order. Besides making substantial contribu¬
tion to capital formation by both increasing public and stimulating
private savings, it is the government's duty to embark on social overhead
capital investments, not because of its direct effect on final output,
but because it permits, and certainly invites, private investments.
Another important role of government is to lay a solid foundation for the
transformation of the economy from agrarian to industrial. This would
mean increased productivity and export trade.
CHAPTER 3
NIGERIA'S EMPIRICAL DETAILS
The main thrust of this chapter is to give an empirical account of
Nigeria's Imports and exports including the allocation of control
between the states and the federal government, the national development
plans and the country's tariff policies.
An evaluation of each development plan with regard to its failure
or success will be made. Tariff policies which mainly involve indirect
levies on Imports and exports will be discussed. Revenue earned between
1960 and 1964 from such tariff policies will also be shown. Other
Important points to be discussed will include the 1975-76 budget and main
tariff changes, tariff changes as they affect allocation and control in
the 1970's, and the comparison of tariff programs in Nigeria before and
after independence.
Survey of Nigeria's Exports and Imports from 1900
Agricultural products had a dominant role in the export of Nigerian
commodities before 1957. The major agricultural products for exports then
were cocoa, palm kernels, palm oil, groundnuts, cotton and rubber. Other
commodities exported were hides and skin, timber and plywood. In addition
to these agricultural products, there were exports of such mineral products
as gold, tin ore and tin metal. Revenue realized from exports of non-
agricultural products was not as significant as that from agricultural
exports. The beginning of 1958 witnessed the growth of Nigerian export
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trade to include crude oil. The proportion of crude oil in the total
exports of the country increased from 8 percent in 1958 to 33 percent in
1966.^ Today, crude oil in relation to other traditional domestic
exports is, by far, the most important export product in Nigeria.
On imports, it has been observed that the changing social structure
of Nigeria has influenced the country's import trade. The increase in
foreign churches and schools between 1900 and 1940 (Roman Catholic,
Church Missionary Societies - CMS, and Mosques) meant a large importation
of building materials — corrugated iron, nails, hinges, bolts; church,
school and hospital furniture, etc. With the spread of churches came a
corresponding spread in schools, causing some trade development in
literature of a useful nature - cheap encyclopedias, books on general
2
knowledge, musical instruments, etc. In this time period, there was also
one single most important import item — cotton piece goods, which came
exclusively from the United Kingdom. Distilled drinks of all types from
Germany were significantly imported into Nigeria as well, despite the
objections of the British Government that such importation was likely to
cause race deterioration or crime. The British Government, in order to
monopolize Nigeria's trade and prevent Germany from active trading with
Nigeria magnified these objections which were later discovered to be
false and untenable. Between World War II and 1960, all classes of
Nigerian impqrts Increased to include petroleum equipment. As of now,
Nigerian imports in health goods, food, fashion, agriculture, manufacturing
L. H. Schatze, Petroleum in Nigeria (Ibadan, Nigeria: Oxford
University Press, 1969), p. 152.
2
R. 0. Ekundare, An Economic History of Nigeria (New York: Africana
Publishing Co., 1973), p. 209.
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and other development goods have grown enormously in volume and value.
Through tariff policies, these imports are regulated and are basically
designed to achieve either the goals of raising government revenue or
protecting infant industries. This last point has been discussed in
Chapter 2 of this paper.
Sectoral Growth and the Position of Nigeria's
Agricultural Sector in Relation to Other
Sectors
Before any discussion involving growth trends in Nigerian exports
and imports, it is important that sectoral growth rates as well as gross
domestic production by type of economic activity be shown for selected
years. Table 1 shows sectoral growth rates, thus:
Table 1
SECTORAL GROWTH RATE - (IN PERCENT)
Average Annual Over Period in Real Terms
Shares in 1950- 1958-59- 1962-62- 1966-67-
1962/63 1957 1962/63 1966/67 1970/71
Gross Domestic
Product 100.0 4.1 6.4 5.5 5.5
Agriculture 61.5 2.9 4.6 2.0 0.8
Mining (including
Petroleum) 2.1 3.1 27.0 44.0 26.5
Manufacturing 5.8 5.6 13.9 10.5 9.7
Power,transport
and Construction 9.6 15.1 12.1 5.5 3.8
Services 21.0 3.4 6.8 7.0 6.2
Source: Wonter Tims , Nigeria: Options for Long-Term Development -
Findings of Economic Mission by World Bank Team, p. 12.
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Undoubtedly, export agriculture was the engine of growth in the Nigerian
economy from 1940 to about the mid-1960's. Dynamism in the sector was
provided primarily by farmers' response to income incentives generated
by the integration of the traditional agricultural economy into the
world market. Even though there was no significant change in production
techniques within this period, production of traditional food crops
evidently kept pace with the increased demand generated by higher income
and the growing population. While the growth rate of export agriculture
between 1950 and 1963 was maintained at an average rate of over 5 percent
per annum, the real growth trend of food crop production was roughly
assumed equal to population, that is, 2 to 2 1/2 percent per annum.^
As there has been no apparent excess demand pressure for food over this
period, this assumption seems reasonable although the growth of food
production might have been even higher in view of the substantial increase
in per capita income. Thus, the average annual growth ra.te of agricultur¬
al sector as a whole from 1950 to 1966 has been estimated at approximately
3 percent per annum, or about 1 percent higher than the rate of popula-
2
tlon. After 1967, the sector appeared to have been considerably affected
by the Civil War, and is only now recovering to the pre-war level. The
manufacturing industries, on the other hand, continued to maintain a rate
of growth higher than 10 percent and began to exert a considerable
influence on the overall economy. Almost at the same time, the petroleum
mining sector emerged to become the leading growth sector in the economy.
Wouter Tims, Nigeria: Options for Long-Term Developments - Findings
of an Economic Mission by World Bank Team (Baltimore: The John Hopkins
University Press, 1971), p. 12.
^Ibid., p. 12.
39
Value-added in petroleum mining increased sharply from 1960 to represent
about 5 percent of Gross Domestic Production (GDP) in 1966. An average
growth rate of over 25 percent was maintained in the sector after
1966-67 despite the sharp fall in petroleum production during part of the
Civil War period. The infrastructure sectors - power, transport and
construction - grew at a rate of about two to three times that of GDP
from 1950 to about the mid-1960's, although growth rate has declined
sharply in recent years.
The percentage distribution of GDP by type of economic activity
for some selected years has proved, beyond doubt, the importance of
agricultural sector in the Nigerian economy. In the 1950's, the economic
growth in all the sectors, especially agricultural sector, was achieved
without structural transformation of the economy. Agriculture, livestock
and forestry, which accounted for 67 percent of GDP in 1950, continued to
represent more than 60 percent of total domestic product at the end of
that decade. At the same time, the more rapidly growing sectors such as
large-scale manufacturing, power and transport services were initiating
growing from a base too small to affect significantly the structure of
the economy. Table 2 shows GDP by type of economic activity. It would
be seen that from 1958-59 to 1970-71, the decelerated growth of agricul¬
ture, together with the rapid growth of manufacturing and mining resulted
in the decline of the share of agriculture from more than 65 percent to
50 percent. Mining and manufacturing in 1971 represented about one-fifth
of total GDP as compared to about 5 percent at the end of the 1950's.
The share of service sectors also expanded somewhat over this period.
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TABLE 2
GDP BY TYPE OF ECONOMIC ACTIVITY
(Percentage Distribution)
1958/59 1962/63 1966/67 1970/71
Agriculture 68.4 61.5 54.4 50.0
Mining (including
Petroleum 0.8 2.1 5.0 11.6
Manufacturing 4.4 5.8 7.3 8.0
Power, Transport and
Construction 7.3 9.6 9.8 8.3
Services 19.1 21.0 23.5 22.1
Source: Wouter Tims, Nigeria: Options for Long-Term Development Findings
of an Economic Mission by World Bank Team, p. 13.
The value of food crops grown primarily for domestic use steadily
increased by about 2 percent per annum between 1950 and 1960. Due to the
farmers' response to income Incentives, crops for exports grew by more
than 15 percent within the period. Of the crops grown for exports, about
one-third was consumed in 1950 and 1954, less than one-third in 1957 and
about one-quarter in 1960. Table 3 gives the money value of crops for
domestic use, exports and consumtlon.
Despite the growing importance of other sectors, agriculture, in¬
cluding forestry and fishing which accounted for about 50 percent of GDP
in 1970/71 will remain a key factor in Nigeria's economic development
as the largest employer of labor (over 65 percent of labor force in
1970/71), the principal source of labor and raw materials for the
increasing population, and to some extent, a good earner of foreign
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exchange. The acceleration of agricultural growth and the provision of
additional employment opportunities in this sector is, therefore, crucial
to the country's future progress.
TABLE 3
VALUE OF NIGERIAN AGRICULTURAL OUTPUT - ALL CROPS
1950-1960 (In Million of Nigerian Pound):
One Pound = $2.82
1950 1954 1957 1960
1. Crops grown primarily for
domestic use 301.3 375.0 360.1 370.0
2. Crops grown primarily for
exports 76.3 96.3 110.7 121.0
Of Which:
(1) Exports 50.3 65.2 80.3 90.6
(2) Domestic Consumption 26.0 31.1 30.4 30.4
Total of All Crops 377.6 471.3 471.4 491.0
Source: Alan Sokolski, The Establishment of Manufacturing in Nigeria,
p. 31.
Growth Trends in Nigerian Exports and Imports
In the first three decades of this country, following the imposition
of the British colonial role in 1900, Nigeria experienced rapid growth of
exports (see Table 4 on page 42). Between 1900 and 1929, export value
and volume grew at the rate of 7 percent and 5 percent, respectively.^
.^Scott R. Pearson, Petroleum and the Nigerian Economy (Stanford,
California: Stanford University rress, 1970), p. 311
TABLE h
VALUE OF NIGERIAN EXPORTS AND IMPORTS
1900-1968 (In Million of Nigerian Pound)
One Pound = $2.82
Selected
Years 1900 1905 1910 1915 1924 1929 1945 1950 1955 1958 1960 1962 1964 1965 1966 1967 1968
Total
Exports 1.9 2.71 5.3 4.9 14.4 17.6 17.1 88.5 129.8 132.8 165.6 168.5 214.4 268.3 284.1 241.8 211.1
Total
Imports 1.7 2.70 5.1 4.8 10.9 13.2 13.5 61.8 136.1 166.2 215.8 203.3 254.2 275.0 256.0 224.0 193.1
Visible + + + + + + + + _ _ + + +
Balance 0.2 0.01 0.2 0.1 3.5 4.4 3.6 26.7 6.3 33.4 50.2 34.8 39.8 6.7 28.1 17.8 18.0
Source: Helleiner, Peasant Agriculture, Government and Economic Growth in Nigeria, pp. 492-493.
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As indicated earlier, this expansion was based on palm produce, rubber,
goundnuts (peanuts), cocoa and cotton — the same commodities that have
been and still remain Nigeria's major agricultural exports. Then as
now, these crops were produced by farmers with small landholdings employ¬
ing a traditional technology. Prior to 1929 when there was little or no
problem of price fluctuation in the world market, production for export
was accepted as an additional cash-raising exercise by the individual
Nigerian farmer. For instance, a farmer could plant more cocoa trees in
order to obtain more cash, and also he could decide to collect more palm
fruits than he usually did in order to get cash from the sale of his palm
produce. In fact, all these could be achieved without any reduction in
the production of local foodstuffs. The net effect of the Nigerian
farmers' attitude then was that they regarded the major agricultural
export products as "cash crops," that is, the crops that needed to be
produced solely for making money. Farmers realized huge income only to
lavish it in ostentatious ceremonies such as marriages, naming, funeral
and baptismal ceremonies. With the steady market price coupled with the
farmer's idea of making more money, export volume and value appreciably
grew uninterrupted until 1930. Table 4 shows a steady growth in the
value of exports and imports as well as the favorable visible balance
through the years up to the world's Great Depression in 1929.
The Stagnation Period in Nigerian Export Trade
The period of rapid export growth was brought to a sharp halt after
the onset of the Great Depression in 1929. The Nigerian economy entered
a long period of stagnation that ended only after World War II. Evidence
of this stagnation is shown in the fact that between 1930 and 1945 export
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volume grew by only 20 percent over the entire period.^ The Great
Depression, which led to the worldwide collapse in commodity markets,
brought several reductions in Nigerian export prices and temporary
stagnation in export volume. Between 1929 and 1934, the value of Nigerian
exports dropped by 38 percent, and the value of Imports fell from 13.2
2
to 5.3 million pounds. (Table 5 best explains this period.)
TABLE 5
VALUE OF NIGERIAN EXPORTS AND IMPORTS
(Stagnation Period, 1930-1945)
Year Exports Imports Visible Balance
1930 14.7 12.6 +2.1
1931 8.7 6.5 +2.2
1932 9.4 7.2 +2.2
1933 8.6 6.3 +2.3
1934 8.7 5.3 +3.4
1935 11.4 7.8 +3.6
1938 9.6 8.6 +1.0
1940 11.5 7.4 +4.1
1942 14.2 10.5 +3.7
1943 15.1 12.4 +2.7
1945 17.1 13.5 +3.6
Source: Helleiner, p. 492.
^Ibid., p. 39.
2
Gerald K. Helleiner, Peasant Agriculture, Government, and Econom].c
Growth in Nigeria (Homewood, Illinois: Richard D. Irwin, Inc., 1966).
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Between 1945 and 1965, export volume and value grew steadily.
Imports in the same period, especially from 1955, grew much more rapidly,
resulting in an adverse trade balance (see Table 6).
TABLE 6
VALUE OF EXPORTS AND IMPORTS DURING PERIOD
OF ADVERSE TRADE BALANCE
(In Millions of Pounds)
One Pound = $2.82
Year Exports Imports Visible Balance*
1949 79 58 +23
1950 88 62 +28
1955 130 136 - 6
1960 166 216 -46
1961 170 223 -49
1962 164 203 -35
1963 185 208 -18
1964 210 254 -39
1965 268 275 - 7
1966 278 256 +27
1967 238 224 +18
Source: Helleiner , Peasant Agriculture and African Development
Magazine (March, 1975), p. N5.
*Vlsible Balance: Represents balance valued purely on the basis of
the merchandise, no account being taken of freight,
insurance charges or carriage services.
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The growth in volume and value of Nigerian exports and imports from 1966
to date has been tremendous, with exports having a considerable edge
over imports. Exports of non-traditional commodities (mainly petroleum)
grew from 60 percent of total exports in the late sixties to over 80
percent in 1975.
Import and Export Allocation and Control
(Historical Survey)
The regional marketing boards created by the regional governments
were mainly designed to market most of the Nigerian export products.
These boards played a significant role as statutory monopolies in the
control and marketing of Nigerian products from respective regions with¬
in the federation. There has been little or no change in the structure
of the boards after the creation of states in Nigeria in 1967, except
that the name changed from regional to state marketing board. Therefore,
through the regional or state marketing board involvement in marketing,
the Nigerian exports can easily be traced to the region or state of
origin. This means that in Nigeria with a federal system of government,
export duties are much simpler to allocate than import duties. In the
1940's and 1950's, before independence, Nigeria passed through a number
of changes in her fiscal arrangements between the federal and regional
governments. Earlier in the life of Nigeria, the British colonialists
controlled all aspects of duties on export and import trade, and made
huge gains. With only the accredited chiefs or heads of local communi¬
ties given the power to levy direct taxes on their subjects for services
within their respective localities, the British colonial masters took
command of all aspects of taxation in Nigeria before 1940. By 1946, the
British government appointed a commission (Hicks-Phlllipson) to look into
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the possibility of allocating revenue between the federal and state
governments on the basis of derivation.^ The Hlcks-Phillipson Commission
recommended, among other things, an Independent revenue system which,
in essence, was a system designed to make a rich region richer and a
poor poorer. At this point, the Western region was rich because of the
growth of cocoa which commanded a high world price at that time. Other
regions, the East and the North, with palm produce and cotton as main
crops respectively, were in poor financial shape as world prices for
these products were very low.
Because of the poor financial situation of these two regions
another commission, headed by Sir Louis Chicks, was appointed in 1953.
Chicks, a sole commissioner, was to review the allocation of revenue in
the light of reallocation of functions between center and region, paying
special attention to the principle of derivation in the distribution of
revenue among the regions. In his review. Chicks observed that some
revenue sources could not be transferred to regional control although the
revenues therefrom could in principle be assigned to the regions, e.g.,
2
custom and excise duties, and import duties. Obviously, Chicks was
right as any transfer of certain indirect taxation to the state or
regional control would mean negating the effort of the federal government
to stabilize the economy through regulation of consumption. It is true
that, through Indirect taxes, the federal government can transfer con¬
siderable burden to consumers, and this could lead to a restriction of
consumption. The second reason why the collection of indirect levies
^Pius N. Okigbo, Nigerian Public Finance (Evanston, Illinois:
Northwestern University Press, 1965, 1965), p. 37.
2
Ibid. , p . 39.
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(import, export and excise levies) is more suitable at federal level is
administrative. Certain levies are best collected and administered
locally. Others are imposed by local or regional authorities, since
the payers feel a closer identification with the administration nearest
them. Such levies include personal or poll, property, sales (in advanced
countries), permit and such locally motivated taxes. For this reason,
the imposition of certain taxes such as the personal or poll taxes at the
regional level will be socially more acceptable if the responsibility lies
with the regional government than if it lies with the remote central
government. In accordance with the allocation subject in the country's
constitution. Sir Chicks recommended that mining royalties be collected
by the federal government, even though 100 percent of proceeds should go
to the state of origin. Exports were relatively simple to allocate since
most of the crops came under marketing board control and could be traced
to regions of origin. In a few cases where the crops or commodities were
not under the control of any marketing board, the exporter would be
required to submit a declaration stating the region of origin at the time
the custom entry was made.
The recommendations of the two commissions with respect to Nigeria's
import and export allocation and control before 1960 are tabulated in
Table 7 on page 49.
It would be observed in Chick's recommendations that all the revenue
power and control in the foreign trade sector went to the federal govern¬
ment. That was necessary as Nigeria was not a confederate state. Also
the sharing of personal Income tax between the federal government and the




IMPORT AND EXPORT ALLOCATION AND CONTROL








Diesel oil Federal 100% gross to fed .* Federal 100% net to region*
Tobacco
Proceeds all
Federal 100% gross to fed. Federal 50% net to region
other duties Federal 50% gross to fed. Federal 50% net to federal





Federal 100% gross to fed. Federal 50% net to region
(produce) Region 100% gross to reg. Federal 100% net to region
Export Duties Region 100% gross to reg. Federal 50% net to region
regarding deprive-
tion principle
Mining Royalties Region 100% gross to reg. Federal 100% net to region
Personal Income
Tax Federal 100% gross to fed. Federal 50% net to region
50% net to federal
Company Tax Federal 100% gross to fed. Federal 100% net to federal
Direct Local
Tax Local 100% gross to loc.
Source: Pius Okigbo, Nigerian Public Finance, pp. 38-41.
*Gross Distribution: Refers to value or amount of exports or imports be¬
fore allowance for freight, insurance, carriage and other services. Net,
on the other hand, takes into account the cost of these services before
distribution.
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Neither set of recommendations (Hicks-Phillipson and Sir Louis Chick)
solved the region's financial problems. This was probably due to the
introduction, in 1957, of a free primary education in both the Eastern
and Western regions. Previously, the cost of educating a child in a
primary school was the responsibility of the parents. There was, there¬
fore, a need for another review. This import and export control review
was done to coincide with Nigeria's independence in 1960. It was known
as the Raisman-Tress Proposals.^ The main term of reference of this
commission was to provide a system where regional revenues should be
within the exclusive control of regional governments, but these recom¬
mendations must be consistent with national and interregional policy.
In short, the approach to the problem was to reexamine the revenue sources
under the control of the federal government with a view to finding those
sources that could be vacated in favor of regions without endangering
national policy or the objectives of interregional trade. In the back¬
ground, the commission was to be aware of the fact that the financial
integrity of Nigeria and her credit worthiness were reflected more by
the state of the federal government's finances than by that of regions'
finances. A financially weak center and relatively strong regions would
produce a bizarre creature that would do no credit to the good name of
Nigeria and might as well do a great deal of harm by scaring away poten-
2
tial foreign investment. The commission realized this and endeavored to
make the center as financially strong as possible, such that it could
come to the financial rescue of the regions in times of difficulties.
1
2
Ibid. , p. 54.
Ibid., p. 49.
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Table 8 on pages 52 and 53, shows the detailed proposals of the
commission which were accepted. It should be noted that the power of
the regions to raise money was increased by 100 percent transfer of
personal income tax to regional control. Today, the Raisman-Tress
Proposals of 1960 are the framework of Nigeria's fiscal policy. The
modifications made in 1967 after Nigeria assumed a 12-state structure
had a recourse to the 1960 fiscal proposals. Taxation on imports and
exports in the seventies as a means of either protecting local indus¬
tries or raising more revenue would not ignore the 1960 fiscal arrange¬
ments as well as the subsequent fiscal modifications.
Nigeria's National Development Plans
Development Plan Before Independence
Nigeria had had some years of planning experience prior to indepen¬
dence in 1960. The ten-year plan of development and welfare for Nigeria
in 1946 was drawn up in response to the colonial office request that all
British colonies compile development plans as an aid in the disbursement
of colonial development and welfare funds.^ Therefore, the plan was
oriented toward the allocation of these funds - it emphasized education,
health, water supplies, transport and communications. The ten-year plan
was only half finished when a revised plan of development in Nigeria for
1951-56 was prepared. The control of both the half executed and the
revised plans was apparently in the hands of the colonial administrators
Nigerians were not fully brought into the planning arena, hence their
Edwin Dean, Plan Implementation in Nigeria (Ibadan, Nigeria:
Oxford University Press, 1972), p. 12.
TABLE 8
FISCAL STRUCTURE UNDER THE NIGERIA (CONSTITUTION) ORDER IN COUNCIL, 1960

















Sales Taxes (produce & petrol) Regional government
Export Duties
Produce, hides, and skins Federal government
Other Duties Federal government
Mining Royalties and Rents Federal government
Each government
100% to federal govt.
100% to regions
100% to regions
100% to federal govt.
30% to distributable





pool account plus 50%
to regions, 20% to
federal government
Distribution by consump¬
tion in previous quarter
41% to North, 33% to




export in prev. quarter
or prev. 12 months
41% to North, 33% to
East, 26% to West.
(Basis rPopulation)
TABLE 8 (continued)
Revenue Item Revenue Power Assignment of Revenue Distribution by Formula
Miscellaneous Revenues
Stamp Duties Each government
License duties, including Each government - -
vehicles
Crown land leases Each government - -
Loan Funds
Internal Regional and federal
External Federal government
Source: Pius Okigbo, Nigerian Public Finance, p. 54.
*Distributable Pool Account: Refers to the sinking fund that holds the balance of federal revenue arising
from certain classes of imports or royalties after conditions under derivation have been met. Revenue in
this pool account is later distributed to all the regions on the basis of population.
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ignorance of the ideals of a development plan at this point in time.
Since none of the plans was organized well enough to facilitate the
direction of governments' economic activities through a comprehensive set
of budgetary instruments, it would not have achieved its purpose, which
was to improve the general health and mental condition of the people.
Industry was given little attention except village industries such as
pottery and textiles and improved palm extraction techniques. However,
the cost of this pre-independence plan was 53 million British pounds or
$159 million, of which $69 million was to be supplied by Colonial
Development and Welfare Funds, $48 million was to be raised in loans
and the remainder, $42 million, was to be obtained from Nigerian revenue
sources.
Looking analytically at the British schemes for Nigeria prior to
independence, it would be correct to say that these schemes were not
"plans" in the true sense of the word. More accurately, they constituted
a series of projects which were not coordinated or related to any overall
economic target. Many of the individual schemes proposed no more than
an expansion of existing normal departmental activities. Development
planning or programming is worthwhile if the country undertaking the
planning is fully given an increasing measure of control over its own
destiny. This statement is quite true as the execution of all plans, no
matter how well designed and intentioned, depends upon the response of
the people themselves.^ The development plan for Nigeria during the
colonial era was a package the Nigerians themselves could not fully
^Nigeria, Federal Ministry of Economic Development, National Develop¬
ment Plan 1962-68 (Lagos: Nigerian National Press Ltd., 1970), p. 5.
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understand since they were not a part of the planning process.
Development Plans After Independence
On October 1, 1960, Nigeria became independent of British adminis¬
tration after almost a century of colonial rule. Henceforth, she took
her rightful place among the comity of nations as an independent state
capable of negotiating contracts or agreements, bilateral or unilateral
with other Independent countries without any recourse to Britain for
approval. Nigerian leaders recognized that political independence was
desirable even though it could not be taken to mean economic independence.
With this thought of economic independence and growth, the first develop¬
ment plan was conceived. Two national development plans have already
been executed and the third one which was implemented in 1975 will be
executed in 1980, all things being equal.
It could not have been possible for the Nigerian planners to succeed
in formulating the first indigenous development plan if they have not
had access to the report on the study of the country's economy and planning
priorities by a World Bank team just before independence was granted. With
this report of the World Bank team entitled, "The Economic Development of
Nigeria,"^ it was possible to know what essential items both the regional
and federal planners should include in the plan. Mention has to be made,
however, that the consideration of this report for publication by the
World Bank coincided very closely with the constitutional changes under
which each region of the federation became autonomous in its own sphere.
Being fully aware of the situation, each government (a federal and three
^A. A. AyIda, Reconstruction and Development in Nigeria-Proceedings
of National Conference (Ibadan, Nigeria: Oxford University Press, 1971),
p. 318.
56
regional governments then) jealously guarded its own rights and obliga¬
tions arising from the new Constitution. From the standpoint of planning,
this was inevitably an unsatisfactory situation since it resulted in four
separate development programs. In the six-year first national plan,
there was considerable overlapping and wasted effort through programs
designed by regional governments. With no economic targets fixed for the
country as a whole, the federal planners faced an up-hill task of coordi¬
nating basic economic activities for the achievement of the nations's
growth.
The First National Plan, 1962-68
The intention of the 1962-68 plan was to raise the growth rate of
gross domestic product from two percent to four percent per year and to
achieve this through the investment of fifteen percent of gross domestic
product each year. With the above stated growth rate achieved, it would
be possible for per capita private consumption to grow by one percent per
year.^ The overall aim of the first national development plan as summar¬
ized by the Federal Ministry of Economic Development, was to give a
sense of direction to the economy, a sense of priorities and urgency and
to enlist the support and cooperation of all sections of the community to
2
work for a better future. Judged by the standard of development plans in
other African countries, the shortrun intention of achieving one percent
growth in per capita private consumption per year appeared modestly
^Gerald Helleiner, Peasant Agriculture, p. 336.
2
Nigeria, Federal Ministry of Economic Development, 1970, p. 5.
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realistic. With the total projected Investment of $3.5 billion, two-
thirds was to be undertaken by the public sector relying heavily on
foreign aid contributions, $600 million was to come from external invest¬
ment sources, and the balance of $370 million was to come from private
investment within the country.^
Failure of the 1962-68 First National Plan
An evaluation of the first national plan will be made later, but in
the meantime, it is necessary to project the reasons for its failure as
advanced by some critics. Contrary to predictions that both the private
and foreign sectors might fail to produce the desired investment, the
public sector failed as it went below the target established for it during
the first two years of the plan. For instance, the public sector's capital
expenditure expected in the first two years was $792 million, but it only
2
spent $450 million. Mr. A. A. Aylda, then Permanent Secretary in the
Federal Ministry of Economic Development, associated the reasons for the
public sector's failure with: (a) the unexpected low foreign aid contri¬
bution. For instance, in the first three years of the plan less than
two-thirds of the expected foreign aid was received and (b) the stringent
requirements of the donor nations, involving feasibility studies, detailed
negotiation for loan terms, and so forth, which limited the extent to
3
which the offers could be quickly utilized. Another factor considered to
^Gerald Helleiner, Peasant Agriculture, p. 338.
^Ibid. , p. 342.
3
A. A. Aylda, p. 352.
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have disrupted the first national plan was the Nigerian civil war between
1967 and 1970. Since the plan had started to meet its failure in the
first two years of its commencement, it would be naive to associate the
country's civil hostilities with the failure of the plan. In fact, critics
of the plan would appear to ignore this last point.
The Second National Development Plan, 1970-74
After the expiration of the first national plan in 1968, no immediate
development plan was feasible as the country became involved with healing
the wounds left open as a result of the civil strife. However, between
1970 and 1974, the federal government, to ensure the unity of the country,
evolved a plan to achieve three "R's." The three "R's" stood for
Reconciliation, Reconstruction and Rehabilitation. A greater portion of
the country's finances was used in achieving a complete reconciliation
among Nigerian states, reconstruction of damaged areas of the country and
rehabilitation of businesses, people, and property disturbed or damaged
as a result of the civil war. Actually, the second development plan
emphasized the following sectors: roads and transportation, water and
sewage, agriculture and rural development, education and health. Since
the interest of the federal government was to restore the unity of the
country after the civil war, the plan gave little or no attention to the
private sector.
The cost of the four-year plan, which envisioned the annual growth
rate of over seven percent, was $4.5 billion. Three main sectors - water
and sewage, education, and health - took nearly 66 percent of the total
cost of the plan.^ The industrial sector, during this plan period,
^Nigeria, Second National Development Plan, 1970-74 (Lagos: Nigerian
National Press Ltd., 1970), p. 6.
59
received some slight notice by the establishment of the iron and steel
authority under Decree No. 19 on April 14, 1971. With less than ten
percent of the funds under the plan earmarked, the authority undertook a
series of geological surveys to locate raw materials such as iron ore,
coal, etc., for the development of the iron and steel industry.^ About
five sources of the raw materials have been located and a sight for the
construction of the complex chosen. Inspite of the neglect of the private
sector, the second development plan was a success for it achieved much
more than the goal set by the Nigerian planners. More of this will be
discussed under plan evaluation.
The Third Five-Year National Plan, 1975-80
By far, the boldest national plan ever launched in Nigeria is the
present one. The launching took place in April, 1975. The plan was
developed to reflect the oil affluence of Nigeria, and was considered the
biggest and most dynamic in black Africa. The cost of the plan was $50
billion, of which the public sector would invest over $35 billion. Out
of the public sector's share, nearly $10.5 billion would come from the
states within the federation. Both the private and foreign sectors would
2
be expected to take up the balance of about $15 billion. It is on record
that no foreign aid involvement in the entire execution of the plan was
emphasized. This point is likely to merit further comments in the course
of this paper. Highlights of this gigantic plan, commonly nicknamed in
Alan Rake, "Nigerian Economic Survey," African Development Magazine,
March, 1975, p. N43.
2
Nigeria, Third National Development Plan, 1975-80 (Lagos: Nigerian
National Press, Ltd., 1975), p. 5.
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Nigeria as the "Common Man's Charter,"^ have been in the following
sectors - telecommunications; transport, including ports development;
Industry and mining (building of refineries and the iron and steel com¬
plex); education - with emphasis on free primary and technical, agricul¬
ture and rural development, health, etc.
Being geared to industrial and rural development, the objectives of
the plan in the future would be: (a) to improve the people's living
standard or to realize a high growth rate of 20 percent over the plan
period, (b) to create employment opportunities for school leavers, and
(c) to discourage unnecessary drift of capital from the country. The
evaluation of this plan in terms of its possible success or failure in
relation to the first and second national plans earlier discussed will be
examined later.
Development Plans and the Foreign Trade Sector
The first national development plan (1962-68) came into effect at
the time of Nigeria's adverse trade balance. It should be recalled that
due to the fluctuating price of the Nigerian agricultural exports on the
world market, among other things, the country passed through a ten-year
period (1955-65) of adverse trade situation. This means that through
that period of trade Imbalance, Imports of non-oil products grew much
more than exports. With the exception of 1961, the trade in the oil
sector in the early sixties was favorable, though not as immensely favor¬
able as the trade toward the late sixties and early seventies. Table 9




TRADE IN THE OIL SECTOR
(In Million Nigerian Pounds)
One Pound = $2.82
1961 1962 1963 1964 1965 1966 1967 1968 1969 1970
Exports of




Equipment 13.3 13.1 15.2 19.3 17.1 3.5 18.6 21.5 28.8 39.5
Visible
Balance -1.8 3.6 5.0 12.8 51.0 88.5 106.0 168.3 328.2 470.3
Source: Alan Rake, Economic Survey of Nigeria," African Development
Magazine, March, 1975, p. N5.
Generally, the role of trade in underdeveloped countries should be
to provide revenue and foreign exchange for economic development. Nigeria's
revenue from exports of her traditional commodities during the period of
the first national development plan was very small in relation to revenue
derived in other plan periods. From the oil sector, revenue as well as
foreign exchange earnings was not even large enough for investment and
importation of both consumer and development goods. The net result,
therefore, was that it was difficult for the country to finance the major
development projects and also pay for the Importation of certain consumer
goods to supplement the shortage in local production. With this type of
trade outlook, the country had no other choice than to depend on foreign
aid instead of trade for its development.
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The second national development plan (1970-74) witnessed the growth
in volume and value of Nigeria's export and import trade. Exports,
especially from the oil sector, had tremendous edge over imports, result¬
ing in a favorable trade balance. The situation of Nigeria's revenue
from exports and imports in the seventies will be shown under the evalua¬
tion of the country's export and import commodities in the course of this
chapter. By far, the second development plan was evolved at the time
Nigeria had started to accumulate revenue from her oil exports. This
revenue was initially used for financing major development programs with¬
out any need for foreign aid. The foreign exchange earned before and
during the plan period was quite sufficient to make possible the importa¬
tion of not only consumer goods to supplement local production but
intermediate or development goods for industrialization. In all fairness,
foreign trade would be considered the secret weapon behind the success of
the second national development plan. Provided there will be no drastic
drop in the price of oil and other main traditional commodities in the
future, Nigeria's third development plan is likely to depend on foreign
trade for its success.
Brief Evaluation of the Three Plans
To attribute the failure of the first national plan primarily to
the negative part played by foreign aid donors is unjustifiable. The
whole planning process was haphazard. The then regional and federal
governments lacked a sense of direction and coordination. Instead of
assuming a strong leadership position to generate from a diversified
economy, sufficient income and savings of its own to finance a steady
rate of growth, and reduce the level of dependence, the federal
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government relied more on external sources for a greater portion of its
capital investment. Indeed, most of the program designs could not be
tied together to achieve the fixed national target. With insufficent
savings to finance basic projects on one hand, the poor foreign exchange
to make possible the importation of goods for industrialization on the
other, the plan actually got nowhere. The nation’s hope for foreign aid
had failed in the first two years of the plan's implementation. It may
be correct to say that what added to the problem of economic coordination,
overall efficient planning and phasing of the country's development, was
the constitutional awareness of the regional governments which remained
autonomous entities within the federation.
The success of the second development plan in achieving more than
the 7 percent growth rate (in fact 10 percent) earlier envisioned could
be attributed to a number of factors. With the creation of more states,
which meant, among other things, the reduction of the power of regional
governments, the federal government of Nigeria assumed a strong central
position over the states. Her planners used this advantage to be able
to direct the overall economic network for the country's common purpose
or goal. At the time of this plan (1970-74), Nigerian export trade
(primarily from petroleum products) had grown enormously to yield huge
revenue and sufficient foreign exchange for the country's economic
development. Unlike the first plan, this one was executed without any
dependence on foreign aid, and it succeeded. The skill of the planners
and other economic reforms which became necessary after the first plan
definitely deserve mention as well as credit.
The five-year third national plan (1975-80) which is in its second
year has every prospect of success as great as the second one. Assuming
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a steady price of oil, Nigeria is not likely to experience monetary
problems as far as financing of this development plan is concerned.
Based on this premise, the country's bid to achieve its goal (20 percent
growth rate) under this plan period appears to be assured.
Tariff Policies in Nigeria
Prior to Nigerian independence in 1960, specific rates per commodity
Imported or exported were not available as they are today. However,
there were rates to represent different classes of imports and exports.
For instance, in 1958, all imported goods classified as luxury items
attracted a rate of 65 percent or more of price, whereas goods classified
as necessities were subject to a rate of 12 percent or less. Since the
industrial sector of the country was rather small during this period of
time, import manipulations designed to.achieve protection for locally
manufactured goods were equally insignificant. Excise rates on produce,
on the other hand, were subject to a maximum of 25 percent of producer
price, while rates generally on export commodities were 10 to 15 percent.
The main thrust for the fifties tariff policies, by and large, was to
raise revenue for the government.
Nigeria used a combination of specific and ad valorem rates of tariff
structures after her independence. Ad valorem rates were widely used
except for the items on which specific rates are traditional such as
liquor, motor fuel, other petroleum products and tobacco products. In
practice, Nigeria and most other African countries use whichever rate is
higher between the two prevailing rates - specific and ad valorem.^
^Milton Taylor, p. 397.
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Import Rates on Selected Items In Nigeria
In the rate structures themselves, several principles play a part,
along with a considerable element of chance and the influence of tradi¬
tion. In Nigeria, high import rates are imposed on luxury items, and
categories singled out are: (a) liquor-whiskey and other distilled
spirits. Nigeria Imposes 140 shillings (now fourteen Nigerian Nairas or
$21) per proof gallon. This amounts to more than 50 percent of price.
(b) Cigarettes and other tobacco products, (c) Consumer durables and
other luxury goods, (d) Luxury processed foods, all subject to a rate of
50 percent of price. Perfume and cosmetics are subject to a rate of
75 percent of price while bicycles, motor vehicles, radios, musical
instruments have a rate of 20 percent. Cameras and jewelry are kept at
a rate of 33 percent.^
On the other hand, goods of great necessity such as medicines and
drugs, books and most other printed matter, seeds, industrial and farm
machinery, basic building materials except cement, and pig iron, steel
and other metals in nonfabricated form are typically exempt or subject
to rates of ten percent or less. Protective tariffs in Nigeria are for
such items as clothing (to protect the Nigerian textile industry)
processed foods (to encourage production and consumption of local food¬
stuffs) , cigarettes, cement, rubber tires and other manufacturing
commodities. The ad valorem rates on these items are 50 percent or more.
Excise Rates in Nigeria
In Nigeria, the commodities subject to excise duties include
^Ibid., p. 408.
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tobacco, beer, produce and petrol and others. The rates charged have
been ad valorem and have fallen to these percentages, 33 to 48 of the
manufacturer's selling price for light and heavy cigarettes, respectively.
Rates on petrol are about 50 percent while on other produce and beer
are 20 percent and 30 percent, respectively.^
Rates on Exports
Rates on export commodities are in most cases 10 to 15 percent.
Nigeria has a wide range of export commodities and the duties on them
vary, as world prices vary. In the course of this paper, an objective
examination will be made concerning imposing both excise and export
duties on most primary commodities in Nigeria.
Revenue Earned from Nigeria's Tariff Policies
Based on the above tax rates on imports and exports, Nigeria derived
huge revenue even in the sixties. Table 10 shows total revenue derived
from import and export taxes between 1960 and 1964 and also the percentage
of import and export tax revenues on the country's total revenue.
As revenue from import taxes increased with the years, that of
export declined, indicating that the production and export of primary
products over the years fell. Already mention has been made that during
this time period, Nigeria had an adverse trade balance. Exports from
the traditional sector, in particular, attracted low prices on the world




REVENUE DERIVED FROM IMPORT AND
EXPORT TAXES (1960-64)
(In Thousands of Pounds)
One Pound = $2.82
1960-1 1961-2 1962-3 1963-4
(A) Imports
Revenue from Import Taxes 57,780 60,852 68,062 72,368
Import duties as a
percentage of total revenue 46.4 46.5 49.1 51.4
(B) Exports
Revenue from Export Taxes 16,641 16,353 15,297 16,274
Export duties as a
percentage of total revenue 13.6 12.4 11.1 11.6
Source: Milton Taylor, Taxation for African Economic Development,
pp. 260-262.
Tax levies on exports remained constant but this could not Improve the
government revenue position in the years that followed after 1960 as the
volume of export production continued to decline. Increase in revenue
from import taxes through the years came as no surprise. The federal
government then was more or less concerned with raising revenue through
adjustments of taxes on imports, rather than protecting, to a greater
extent, local industries. Statistics also show that the percentage of
excise tax in 1961-62 was 6.4 percent while that of direct (personal
income) taxes was 21 percent. From the table, it is clear that the
revenue from both export and Import duties constitutes over 60 percent
of Nigeria's total revenue.
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The 1975-76 Budget and Main Tariff Changes
In the formulation of the 1975-76 budget, a review of tariffs was
made. The need for this review was to provide import relief while at
the same time offer protection to local industries. Changes have,
therefore, been made in customs and excise duties in a manner designed
to facilitate the importation of such needed consumer goods to stabilize
the cost of local products and to create incentives for some new local
production. Care has also been taken to ensure that the level of duties
on imported inputs by local industries is not so low as to discourage
local production. Reliefs for local industries have, therefore, concen¬
trated on reductions in excise duties and company tax.^
The main highlights of tariff changes have been:
1. The reduction of import duties on building materials, which
have been in short supply, from 50 to 20 percent.
2. The reduction of import duties on food items such as salt,
rice, tomatoes, fish and meat generally to 10 percent.
3. Import duty on milk has been abolished.
4. Import duties on general consumer goods such as lanterns,
electronic, and photographic equipment have been reduced to
levels ranging from 5 to 40 percent.
5. In view of the growing shortage, import duty on beer has been
reduced as well.
Nigeria, Federal Government Budget 1975-76 (Lagos:
Press, March 1975), p. 2.
Government
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6. Importation of cars under 2000 cc to the extent of the short-fall
in local production has been permitted. Prospective importers
have to be issued licenses. The effect of this import restric¬
tion on car size has been considered as a protection to the
country's Volkswagen vehicle assembly plant in Lagos and the
Peugeot assembly plant in Kaduna, Northern Nigeria, both of
which have substantial government Investments. Cars of 2000 cc
and above, however, could be imported without any restrictions
or license.^
7. As a boost to local industries, excise duties have been abolished
on a wide range of items entering the country such as torchlight
and transistor batteries, biscuit, blankets, butter and its
substitutes, confectionary cosmetics, disinfectants, furniture
and its springs, jewelry and imitation jewelry, iron and steel,
paints, travel goods, motor tires, textile, leather, biscuit and
others. In particular, the abolition of textiles is primarily
designed to help the cotton textiles industries survive their
increased wages bill and absorb the increase in the price of
local cotton. On excise, revenue loss to the government is esti¬
mated at 40 million Naira (N40 million or $60 million) which is
2
a substantial subsidy to industry.
8. Importation of stockfish which, hitherto, was subject to license
has been removed from the license requirement so as to meet the
increased demand in the very sensitive area of food supply.
^Ibid. , p. 3.
^Ibid., p. 20.
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Similarly,the import ban on corned beef, edible nuts, margarine,
imitation lard and other prepared edible fats has been lifted.
9. Because of high demand for petroleum products worldwide, no
reduction would be made on both excise and export duties, rather
there would be adjustments of these duties from time to time.
Tariff Changes as They Affect Revenue Allocation
and Control in the 1970's
With Nigeria divided into nineteen states since 1975,, emphasis of the
federal government has been on how to increase revenue available to the
states so that no one state gains significantly at the expense of other
states. The way to achieve this was to reduce the importance of the
derivative principle of revenue allocation discussed earlier. The
federal government took control of all revenues from export duties on
produce, hides and skin, etc. (formerly the revenues went 100 percent
to the respective states). Now the revenues under the federal government
control go to the Distributable Pool to be shared 50 percent equally and
the other 50 percent on the basis of population, among the states.
Mining rents and royalties, formerly 45 percent going to the state of
origin or of derivation, 5 percent to federal government and the remaining
50 percent to the Distributable Pool, have a new system now. The new
system allocates only 20 percent to the state of derivation and the re¬
maining 80 percent to the Distributable Pool for distribution among the
states as indicated above. By this arrangement the oil-rich states whose
budgets used to be substantially larger than states without oil would
have to cut down on certain plans in the subsequent years. Other changes
in revenue allocation and control do not fall within import and export
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considerations, and hence deserve no comment in this paper.
Comparison of Tariff Programs in Nigeria Before
and After Independence
So far, discussion has been made in connection with tariff rates on
Import and export as prevailed before and after Nigeria's independence
in 1960. Modifications of the post-independence tariff rates in 1975
as reflected in the 1975-76 budget of the federal government of Nigeria
have also been examined. Each of these programs was designed to achieve
some goals. Let us evaluate these tariff programs or arrangements.
Before Independence, tariff policies were designed to make import
and export rates very high. Since the industrial sector of the country
was very small during this period, it was only reasonable for the then
national government (directly under the British control) to raise more
revenue through high tariff rates for the upkeep of Nigeria. In the
post-independence Nigeria, tariff policies differentiated among classes
of commodities. Export rates were slightly lower while imports were
higher than those in the fifties as the government started to give some
concern to the protection of local industries such as textile, cement,
shoe, rubber and glass. The recent (1975) modifications of the post-
independence tariff policies are considered very revolutionary in that
there would appear to be more shifts toward protection of the country's
industrial sector. In some cases, exports, such as those of produce,
hide and skin, etc., have been abolished; imports of certain input factors
for the Nigerian Industries drastically reduced; and excise taxes in most
commodities removed in order to stimulate local production.
In summary, the goal of Nigeria's tariff arrangements prior to
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independence was solely to raise revenue, while that of the post¬
independence arrangements has been both to raise revenue and to protect,
to a lesser extent, local industries. The goal of raising revenue has
diminished in recent years by extensive modifications of tariff require¬
ments. Emphasis is placed more on protection of the country's industrial
sector, which in recent years, has been growing rapidly.
Elasticities of Nigeria's Imports and Exports
Import and export levies, as a good source of raising revenue,
depend on the elasticities of commodities imported or exported. It is
common knowledge that if demand for imported goods is sufficiently
elastic to make consumption behavior change, import levies can hardly be
a good source of raising revenue. On the other hand, if demand is so
Inelastic that it does not change people's behavior, levies on imports
become a potential source of raising revenue. In Nigeria, demand for
certain classes of imported products is usually inelastic, and, as such,
import levies are signals to revenue realization. Regarding export duties,
the likelihood that such levies can have a negative effect on revenue
raising techniques is certain. This is based on the fact that the tax
can be shifted backward to the producer. To explain this shift further,
it is ideal to recognize that export taxes are imposed on foreign trade
transactions, and are of the general nature of indirect levies. In a
sense, they are actually income taxes on the primary producers of the
exported products to the extent to which the exported goods are sold at
world prices - as is true with most of commodities involved.^ Perhaps,
^Milton Taylor, p. 409.
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this is why high export duties on primary products are severely
condemned. For instance, if the export duties are very high, the result
will be reflected in higher prices which may be shifted to consumers in
other countries. It will not be long, however, before the exporting
country experiences reduced sales and thus output of the product.^ The
situation crystallizes more into a reality if the export commodities
have a high elasticity. Generally, primary export products of developing
countries, except oil, minerals and the kind, have high elasticity, and
increased export tax rates are sure to slow down sales and production of
these commodities. In Nigeria, it would be recalled that the rate for
export of primary products before the 1974-75 tariff modifications stood
at 10 percent of price. Obviously, that was not very high compared with
export rates of petroleum products, whose elasticity is low, which ran
from 40 to 50 percent of price.
Today, the situation has changed with respect to duties on agricul¬
tural products. Nigeria is increasingly aware of the fact that high
export levies on her primary commodities would do much more harm than
good. To guard against any harm, the federal government of Nigeria has
increased producer prices by abolishing produce sales tax always Imposed
by the state marketing boards. It has also reduced export levies to a
level of less than 5 percent of price. The main objective for this
measure is twofold: (a) to renew the incentives for large-scale agri¬





Federal Government Budget, 1974-75, pp. 7-8.
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Export levies on petroleum products which have continued to be high in
recent years are not affected as these products have low elasticities.
Analysis of External Trade Situation in Recent
Years
Already, we are aware of the fact that between 1955 and 1965, Nigeria
had an unfavorable trade balance due primarily to reduced world prices
on her main traditional export commodities. From 1966 to date, the trade
situation has remained very favorable in the country. Table 11 shows the
1973 and 1974 export and import figures together with visible balances.
TABLE 11
EXTERNAL TRADE AND VISIBLE TRADE BALANCE

































Source: Federal Government Budget 1975-76, p. 24.
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A close examination of the table will show that Nigeria earned more
revenue from the oil sector which, in 1973 constituted about 80 percent
of total exports and in 1974, nearly 90 percent. The value of oil ex¬
ports which stood at N1.9 billion in 1973 rose to N5.5 billion in 1974.
The rise was mainly attributable to the relative increase in the volume
of oil export, and to some extent price changes caused by a relatively
high export tax on oil. The non-oil sector also recorded exports valued
at N508 million in 1974 compared with the level of N313 million attained
in 1973. Imports grew less in the oil sector while in the non-oil sector
they grew more than three times their exports. It should be noted that
even though imports in the non-oil sector trebled exports, about 70 per¬
cent of Nigeria's imports in these years were devoted to the development
of the economy in the form of machinery, transport equipments, industrial
raw materials, etc.^ Imports of consumer goods, based on this understand¬
ing, stood at less than 25 percent while 5.6 percent went to passenger
2
cars. In fact, the money volume of consumer goods (mainly agricultural)
Imports in 1973 and 1974 stood at 289 and 390 Nairas, respectively.
Table 12 clearly shows the percentage and value of imports for both con¬
sumption and capital development between 1973 and 1974.
By mere examination it is evident from Table 11 that the non-oil
sector is not doing well as Imports were nearly triple exports. But, if
a breakdown by type of imports is made (Table 12) , this sector may be
considered as having a favorable trade balance.
^Federal Government Budget, 1975-76, p. 24.
2
Ibid. , p. 24.
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TABLE 12
IMPORT OF GOODS FOR CONSUMPTION AND CAPITAL
DEVELOPMENT
(In Million Naira; 1 Naira = $1.60)
Goods for Consumption
Goods for Capital Consumption
Total
1973 1974
Percentage Amount Percentage Amount
25 289.0 25 390.0
75 867.4 75 1,169.3
100 1,156.4 100 1,559.3
Source: Federal Government Budget, 1974-75.
Allocation of Government Revenue From Trade
So far, it has been observed that much of government revenue in
recent years came from exports, especially oil exports. Table 13 shows
total government revenue, expenditure and amount transferred to develop¬
ment fund in recent years.
The gross revenue for the year 1975-76 was N5,252 million,and this
represented an increase of 68 percent over the approved estimates for1974-75 or an increase of 142 percent over the actual revenue collected
in 1973-74. The total expenditure in each year included statutory and
non-statutory appropriations to the State Governments. For instance, in1975-76 both the total appropriations to the nineteen states in the
federation (Nl,300 million) and the expenditure of the federal govern¬
ment (Nl,722 million) stood at N3,022 million. This means that the sum
of N2,230 million was transferred to the Development Fund to be used in
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TABLE 13
TOTAL REVENUE AND EXPENDITURE OF GOVERNMENT
(In Million Naira; 1 Naira = $1.60)
1973-74 1974-75 1975-76
Revenue Nl,695 N4,537 N5,252
Expenditure Nl,220 Nl,692 N3,022
Transferred To Development
Fund N 475 N2,845 N2,230
Source: Federal Government Budget, 1975-76
financing programs or projects under the third National Development Plan
which will not be executed until 1980. The 1975-76 sectoral distribution
or allocation of Development Fund derived from trade after both the
federal and state government expenditures have been met is shown in
Table 14.
It would be seen that transport scores the highest on the list of
priorities, followed by agriculture, education, rural development, indus¬
try and mining and health services. Transport sector is highly empha¬
sized because it is believed that by building good roads to replace most
of the sprawling Nigerian roads, the economy will move more rapidly from
merely consumption to a market orientation.
Mention has been made that in 1975-76 fiscal year, the Federal
Government spent Nl,722 million to finance its recurrent expenditure.
The capital expenditure for this fiscal year which stood at over N4.8
billion was financed from internally generated resources. Regarding the




SECTORAL ALLOCATION OF 1975-76 DEVELOPMENT FUND
(In Million Naira; 1 Naira = $1.60)




Rural Development 15 334.5
Industry and Mining 12 267.6
Health Services 10 223.0
General Services 4 89.2
Total 100 2,230.0
Source: Lawrence Rupley, "Nigeria’s Plan is Launched," West African
Magazine, May, 1975, p. 387.
TABLE 15
FEDERAL GOVERNMENT RECURRENT EXPENDITURE, 1975-76
(In Million Naira; 1 Naira = $1.60)
N-Million
1. Cabinet Office 16.9
2. Police 130.6
3. Ministry of Agriculture and Natural Resources .... 40.7
4. Ministry of Defence 547.0
5. Ministry of Education 239.5
6. Ministry of External Affairs 33.2
7. Ministry of Finance 54.9
8. Ministry of Health 37.7
9. Ministry of Information 31.2
10. Ministry of Internal Affairs 44.2
11. Ministry of Transport 25.6
12. Ministry of Works and Housing 83.5
Total Nl,722.0
Source: Federal Government Budget, 1975-76, p. 32.
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Statement of Fact
From all indications, considering mainly Nigeria's empirical informa¬
tion so far, there is no gainsaying the fact that the strength of
Nigeria's economy lies in her foreign trade sector. Because of Nigeria's
tariff modifications, the major export commodities in both the oil and
non-oil sectors have enjoyed high prices in the world market. High
prices for Nigerian products abroad mean increased government revenue,
foreign exchange, or external reserves. For instance, the country's
external reserve in 1975 after settling foreign exchange transaction in¬
flows with their corresponding outflows remained at about 5 billion
Nigerian Nairas or US $7.50 billion.^ Imports in the form of development
goods besides those to supplement the shortage of some very essential
consumer goods have been made easy through the availability of foreign
exchange.
In all honesty, Nigeria could have failed in her second development
plan if the foreign trade sector showed no remarkable growth. With oil
exports maintaining a fantastic level in terms of volume and value, the
problem of building investment funds on one hand and sufficient foreign
exchange to make possible the importation of capital development goods on
the other has been solved. Today, Nigeria sees herself as heavily depen¬
dent upon foreign trade for her economic development. Both the second
and the third national development plans were evolved to reflect Nigeria's
affluence through oil exports in addition to other exports. It would be
recalled that, unlike the first national plan, the second succeeded
^Ibid., p. 23.
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without foreign aid. There is abundant evidence that the third, now
in progress, will succeed. After all, Nigeria has oil reserves enough
to market, in commercial quantity, for at least another 50 years.
Taking all the circumstances bearing on Nigeria's imports and
exports into account, it would be reasonable to say that levies on both
imports and exports significantly help the country to achieve its planned
developments.
Summary
Nigeria's major export commodities prior to 1957 came from agricul¬
ture. These commodities included cocoa, palm kernel, palm oil, groundnut
(peanut), cotton and rubber. Other products exported were hides and skin,
timber and pljrwood. Following the discovery of petroleum, Nigeria's
export trade grew to include crude oil in 1958. Imports to cope with the
changing social structure of Nigeria ranged from hospital, school, and
church equipments to agriculture, health, food, manufacturing and fashion
goods. The stagnation period which began after the Great Depression of
1929 and ended in 1945 mushroomed the volume and value of Nigeria's export
and import trade. The important thing to note is that the period of un¬
favorable trade balance, even though there was an even decrease in both
volume and value of exports and Imports, was not during the stagnation
period (1930-45), but ten years later. What caused the trade imbalance
between 1955 and 1965 might be associated with the fall in the price of
Nigeria's major agricultural exports on the world market. In recent
years, the country's exports (especially petroleum products) have grown
enormously.
Of the three reports to guide in the allocation and control of
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Nigeria's imports and exports between the regional governments on one
hand, and the federal government on the other, that of Raisman Tress was
accepted. This report coincided with the Nigerian independence in 1960.
The report favored, among other things, an increase in power to the
regions to raise money by 100 percent transfer of personal income tax
to regional control. Today, most of Tress' recommendations make the
framework of Nigeria's fiscal policies.
With political independence gained, the economic well-being of
Nigeria became a major concern to the post-independence economic planners.
Development plans have been used as a means of measuring growth. Of the
three National Development Plans in Nigeria, two have been fully
executed. The third one which began in 1975 will not be complete until
1980. The first development plan failed partly because of the federal
government's lack of sense of direction and coordination and partly be¬
cause of its sole dependence on foreign aid for a greater portion of its
capital investment. The federal government ought to have assumed a strong
leadership position to generate from Nigeria's diversified economy suf¬
ficient income and savings to finance a good proportion of its programs.
The constitutional rights of the regions as they became autonomous
within the federation increased the problem of economic coordination,
perhaps much more than any single factor. The success of the second
national plan may be attributed to two factors: (a) the creation of
states in 1967 which ended the autonomous power of regional governments,
and gave the federal government wide powers to direct the overall
economic activities of Nigeria; (b) the tremendous Increase in Nigeria's
export trade. This provided sufficient foreign exchange and investment
funds for the execution of the second plan. With the healthy export
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trade position in the future, the third national plan which is to be
executed in 1980 is most likely to succeed.
Based on the understanding that most agricultural export products of
underdeveloped countries, except oil and minerals, have high elasticity
and increased export tax rates are sure to slow down sales and production
of these commodities, Nigeria has taken steps to modify her tariff
policies. The abolition of produce sales tax always imposed by the state
marketing boards as well as the reduction of export levies to a level of
less than 5 percent of price has been designed to achieve not only stable
and increased income for the Nigerian farmers but renew their incentives
for large-scale agricultural production. In order to sustain the country's
industrial sector which has been growing rapidly in recent years, import
tax rates on items which are likely to compete with those locally manu¬
factured have been raised. Tax rates on imports of certain consumer goods
have been reduced since these goods are needed to supplement shortage
in local production. Nigeria certainly encourages this type of imports
which represents 25 percent of total imports.
Of the total revenue from trade in recent years, not less than one-
third has been transferred to Development Fund to be used in financing
development programs under the current development plan period. On the




The purpose of this chapter is two-fold. Firstly, it will be
possible to briefly summarize what has been discussed in the previous
chapters. Secondly, recommendations suggesting ways to improve
Nigeria's import and export trade, and help accelerate the country's
growth and development will also be made.
Summary
So far, the study in chapter one indicates that the main character¬
istics of underdeveloped countries include structural disequilibrium or
overpopulation and technological underemployment. The problems resulting
from these characteristics are mainly those tied to the process that leads
to capital deficiency and lack of entrepreneurial talents. Obviously,
the problem of capital formation and productivity in most developing
countries is basically brought about by shortages in savings, skilled
labor, and entrepreneurial talents or skills.
Some of the existing literature on foreign trade indicate, among
other things, that the growth from trade in many developing countries,
except for oil producers, has not been encouraging at all. One of the
main reasons for the poor trade outlook in these countries is the failure
to transform the agricultural sector of the economy in particular.
Being a developing country with vast export and import trade from oil
and non-oil sectors, the choice of Nigeria suits this study. It will
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be possible to show from the study the part foreign trade has played in
the country's economic development.
A sound theoretical base is, indeed, vital to any study. On this
basis, it has been seen how Chapter 2 has been developed to deal with
the general theory that governs foreign trade in the development of an
economy, especially an underdeveloped economy. Development is that
process of change in production methods, whereas growth is what has been
achieved as a result of the change. Since no factor combination aimed
at achieving increased productivity can ignore the existence of capital,
capital is considered as occupying the central position in the theory of
economic development. In addition to capital, there are other Ingredients
that bear heavily on economic development. These ingredients include
entrepreneurial and managerial abilities. The indication here is that
even though capital is important, rapid growth cannot be achieved in the
absence of these other ingredients. It has been also shown that the
distinction between direct and indirect taxation is that direct is on
people, their incomes and wealth, and indirect is on products and services
that people buy. Indirect taxation, as a matter of fact, offers greater
potentialities for additional revenue than direct taxation.
The external economic opportunities in developing countries comprise
of trade and foreign aid. Through trade, the developing countries can
raise revenue for financing economic development programs on one hand, and
earn foreign exchange to make possible the importation of capital goods
for industrialization on the other. The best way to increase foreign
exchange is to make more exports and this will involve the transformation
of the economy so as to achieve increased productivity. Foreign aid or
loan plays a very significant role among the sources of capital for
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economic development in developing countries. Countries with insufficient
foreign exchange could possibly take advantage of foreign aid for their
economic development. Obviously, international trade can adversely affect
the process of development, if, in a growing economy, the propensity to
import tends to run ahead of the power to export.
The success of any development project requires increased government
participation and direction. In addition to maintaining law and order,
the government should make substantial contribution to capital formation
by both increasing public and stimulating private savings. It should
embark on social overhead capital investments as a means of inviting
private Investments. To achieve increased productivity and export trade,
the government in any developing country has to lay a solid foundation
for the transformation of the economy from essentially agrarian to gradu¬
ally industrial.
The empirical details about Nigeria which dominate the third chapter
have been on the following areas; the trend of Nigeria's exports and
Imports, Including their allocation and control between the federal and
state governments, the national development plans and the country's
tariff policies. The mainstay of Nigeria's economy is agriculture. This
sector occupied over 60 percent of Gross Domestic Product (GDP) in the
early sixties and about 50 percent in the seventies with over 65 percent
of the labor force employed in the seventies. The major agricultural
export commodities in Nigeria are cocoa, palm kernel, palm oil, groundnut
(peanut), cotton and rubber. Other products exported are hides and skin,
timber and plywood. Oil export started in 1958. Most imports are in the
areas of consumer goods to supplement shortage in local production and
development goods including petroleum equipment. The growth in trade has
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been remarkable except for two periods - the Great Depression Period
(1929-1945) and the period of "Marked" Adverse Trade Balance (1955-65).
Both the volume and value of Nigeria's exports and imports had been
mushroomed in these periods. In recent years, the country's exports
(especially from oil) have grown enormously. In fact, oil represents
over 80 percent of total exports since 1974.
Of the three reports to guide in the allocation and control of
Nigeria's Imports and exports between the regional and federal govern¬
ments, that of Raisman Tress was accepted. The report favored among
other things, an Increase in power to the regions to raise money by 100
percent transfer of personal income tax to regional control. The frame¬
work of Nigeria's fiscal policies today is related to Tress' recommenda¬
tions .
So far, of the three national development plans in Nigeria, two have
been fully executed. The third which began in 1975 will not be complete
until 1980. Development plans in Nigeria are used as a means of measuring
growth. The first development plan failed partly because of the federal
government's lack of sense of direction and coordination and partly
I
because of its sole dependence on foreign aid for a greater portion of its
capital investment. The constitutional rights of the regions as they
became autonomous within the federation increased the problem of economic
coordination, perhaps, much more than any single factor. The success of
the second development plan may be attributed to two factors: (a) the
creation of states in 1967 which ended the autonomous power of regional
governments, and gave the federal government wide powers to direct the
overall economic activities of Nigeria; and (b) the tremendous increase
in Nigeria's export trade. This provided sufficient foreign exchange
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and investment funds for the execution of the second national develop¬
ment plan. With the healthy export trade position in the future,
assuming a steady price of oil, the third national plan, which lasts up
to 1980, is most likely to succeed.
The modification of Nigeria's tariff policies, which includes the
abolition of produce sales tax always imposed by the state marketing boards
and the reduction of export levies to a level of less than 5 percent of
price, has been designed to achieve not only stable and Increased income
for the Nigerian farmers but create incentives for large-scale agricultural
production. As a means of protecting the country's industrial sector.
Import tax rates on items likely to compete with those locally manufac¬
tured have been raised. Since Nigeria encourages about 25 percent imports
of certain consumer goods to supplement shortage in consumer products, tax
rates on these imports have somehow been reduced.
Over 33 percent of the total revenue from trade, in recent years,
has been transferred to the Development Fund to be used in financing
various development projects in the current plan period. On the whole, it
will be naive to think of Nigeria's economic growth without a clear
mention of the unique part played by the foreign trade sector.
Recommendations
1. The non-oil sector of Nigeria's exports, which is composed of
agricultural products, is not, in my opinion, doing very well. It has
been shown that nearly 90 percent of the country's exports in 1975 came
from the oil sector. This means that a little over 10 percent of the
country's exports are derived from the non-oil sector. The question
often asked is, what could have been the country's economic situation
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without oil exports? The answer, undoubtedly, is that Nigeria would
have been handicapped in pursuing her economic policies or programs
without oil exports. Since it is not ideal to take things for granted,
Nigeria should henceforth cease to neglect the agricultural sector which
takes about 65 to 70 percent of the labor force. Effort should be made
to increase agricultural productivity for both domestic consumption and
exports. Perhaps, one of the ways to achieve this, which is strongly
recommended, is the transformation of this important sector in terms of
improved techniques and modern farming methods.
2. The existing programs of federal government such as abolition of
produce sales tax Imposed by the states within the federation and reduc¬
tion of export duties to a level of below 5 percent on main agricultural
export commodities are very commendable since they aim at increasing
producer price - a way to encourage farmers to produce more. These tar¬
iff modifications, though essential, are not likely to bring about the
desired production if adequate subsidies are not given to promising
farmers. So far, the federal and state subsidy programs for the farmers
are grossly inadequate. The Nigerian governments should be able to pro¬
vide the farmers with modern farming equipments, train them in the use
of these equipments, supply them with crop yielding fertilizers, among
other things. Improved subsidy scheme as a means of achieving the
desired volume of production is, indeed, recommended.
3. As a matter of fact, one of the major problems that continues
increasingly to bedevil the Nigerian economy is inflation. To some
extent, it is considered that inflation is a world-wide phenomenon, which
has been having a telling effect on the standard of living of many
millions of people the world over. In Nigeria, in particular, this
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problem has been accentuated by the huge salaries and wages increases in
1974. Increased productivity, more than any one single remedy, appears
to be the only way to overcome this cankerworm (inflation) in the
economy. Recommendations one and two are very crucial for the achieve¬
ment of this.
4. In trying to find out the main cause of Nigeria's slowdown in
development. Dr. Thomas has been able to put forward an hypothesis which
is generally accepted in both learning and management circles in Nigeria.
According to Professor Rostow, the takeoff into self-sustained growth
in any country requires a gross fixed capital investment of about 13
percent of (GNP) gross national product.^ In Nigeria, since the 1960's,
the gross fixed capital investment as a percentage of GNP averaged
13 percent; yet Nigeria has not developed. In his proof. Dr. Thomas
states that:
effective technology transfers, identified as learning from
experience in the use of Imported physical capital, did not
accompany the accumulation of capital in most Nigerian
manufacturing industries. That scientific and technological
manpower should be developed as an integral part of the national
development plan. That the government should invest heavily
on research and development to help redirect a selective
importation and adaptation of foreign technology to local
conditions.^
In effect, the whole issue boils down to Nigerians in the manufacturing
sector lacking technical skills. While a crash program for technical
education during the present plan period is given a very high priority,
I would recommend that, within the interim, the Nigerian governments




(federal and state) should not frown at some technical assistance (of
course, the types without strings) from international bodies or advanced
nations such as the United States of America.
With what has transpired to make advanced countries great, Nigeria
has got to strive hard to achieve scientific and technological develop¬
ment in all sectors of her economy. The greatness of the United States
as summarized by India’s Prime Minister Indira Gandhi on the occasion of
the United States Bicentennial implies that the United States evokes
three dominant physical images:
(a) its sheer vastness and natural endowments.
(b) the vitality and outgoing friendliness of its people, and
(c) its immense achievement as a civilization, measured by the
profusion of its industrial and agricultural production and
the dynamism of its scientific institutions and technologi¬
cal laboratories, symbolized by its space program.^
By all standards, this statement by one of the most respected prime
ministers is, in my evaluation, devoid of untruth. If we try to shift
the three images ascribed to the United States to Nigeria, we will
recognize that the first and second are attainable as Nigeria, within
the context of other African countries, is vast with natural endowments.
She also has outgoing friendly people. The third image which has to do
with a complete scientific transformation in all sectors of the economy
is what Nigeria lacks. To overcome this impasse, an all out effort by
all the governments of the federation to give technical and scientific
education to deserving Nigerians is greatly emphasized and recommended.
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